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Confidentiality 

The contents of tins interim Report are based on the documents and information and 
explanations made available and provided to us. We have not, except where .specifically 
indicated in this Interim Report, independently verified the information provided or 
representations made to us. 

This Interim Report is confidential and is for the benefit of the lanirod Eireanu Steering 
Group Committee set-up for the purposes of this assignment in accordance with the Terms of 
Reference provided, This report should be treated as highly commercially sensitive and the 
copies issued to the Steering Group have been numbered. No responsibility or liability is 
extended or shall be extended to any third party for the whole or any part of its contents. 
Should you wish to disclose it to a third party we would request that our permission is sought 
in advance. 

The schedule of information requested by Baker Tilly Ryan Glennon provided to lanirod 
Eireann is set out in Appendix 3 which also shows details of information actually made 
available for review by the Company. Attention is drawn to items which were not received 
or do not exist. 

Following consideration and any comments received from the Steering Group it is intended 
to then issue the finalised Interim Report. 
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1. Introduction and Background 

larnrod Eireann (II:) which runs the railway system m Ireland, is a subsidiary of Coras 
lompair Eireann (C1E) a semi-state company. IE is responsible for maintaining Rail 
Passenger and Freight Sen ices in the Republic of Ireland as well as Port and on tram catering 
operations. 

Baker Tilly Ryan Glennon have been engaged to carry out a full review of the Procurement 
Department within Infrastructure Maintenance, Signal Electrical & Telecommunications 
(SE&T) and New Works (IMSN) and internal Control Systems within the Infrastructure 
Maintenance, Signal Electrical & Telecommunications (SE&T) and New Works divisions, 
together with a review of the management of stock inventory in Portlaoise Depot and line- 
side, throughout the rail network. 

The background and events leading to the requirement for this review arose from an internal 
investigation into activities associated with the removal and unauthorised disposal of track 
materials and 'suspect' transactions with suppliers of materials and services. 

The Assignment is split into two broad categories: 

Systems Review 

> Review of the IMSN Procurement System from Policy formulation at the highest 
level through to transaction compliance testing at the lowest level a - "root and 
branch review". 

*- Review of the Stock Management system for controlling and recording stock 
movements in to and out of Portlaoise Depot and line-side materials throughout the 
Organisation. 

Forensic Examination 

r Examination of conduct in the acquisition, deployment and management of services, 
resources and plant equipment procured during the period from Jamiarv 2o(>4 to date. 
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> Examination of the relationships with contractors of goods and services, to the 
Company during the period from January 2004 to date. 

r- Assessment of the extent of actual loss or misappropriation from January 2004 to 
date. 

> Identification of responsibility for any breach m procurement policy specifically to 
identify any neglect to duty or lack of competence in the acquisition of goods and 
services and to report on areas where loss or misappropriation has occurred and the 
associated value from January 2004 to date and comment on where potential future 
risk arises. 

This Interim Report has primarily focused on the first of these areas, the Systems Review, 
Interim findings and recommendations are included in this Interim Report for consideration 
and discussion. It is to be noted that throughout the period of our review, management have 
been implementing changes in procedures following receipt of Reports from the Group 
Internal Audit Unit and we understand this work is ongoing. 

It is also to be noted that the Company is engaged on an extensive Capital and Infrastructure! 
Development Programme in line with the stated Government initiatives outlined in Transport 
21, This involves very substantial capital investment over the life of the programme from 
1999 to 201 3. 

To place the IMSN procurement review in context, the first capital expenditure programme 
{ 1999-2003) resulted in expenditure of €661 million, the bulk of which was on infrastructural 
safety investment. The second programme (2004-2008) has a budget of €5 1 2 million and 
places more emphasis on the safety management systems of larnrdd Eireann. By the end of 
2008, over (-1.1 billion will have been expended on railway safety resulting in a much safer 
railway network for both passengers and staff. The programme is of 15 year duration (1999- 
2013 ). in 3 five-year tranches. The second programme commenced m 2004 and will run until 
end 200S. The third programme will run from 2009 to 2013. 
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To place our Procurement Review in context of annual spend by the company for the areas 
under review, the Infrastructure Maintenance Budget alone for 2QU7 has an annual spend of 
in excess of €75 million including direct labour. 

The purchase order value expenditure raised for Infrastructure Maintenance, SE&T and New 
Works collectively, with external vendors, for the years 2005, 2006 and 2007 have totalled 
€1 76 million, £235 million and £252 million respectively. 

To place our Review of management of slock in Portiaoise Depot and ofline-side materials 
into context. Appendix 9 lists the value of stock at each location as at November 2007, It 
shows that the value of stock in Portiaoise depot was circa €1 1.2 million and stock at both 
Kildare and Connolly was valued at circa €2.1 million and €1.3 million respectively. 

Current Status 

Systems Review 

Our findings of the IMSN Procurement system to date are summarised in the Executive 
Summary and are included in more detail in Appendices 4 and 5. 

Fieidwork on the Management of Stock system is completed in the Portiaoise Depot and 
within the Divisions and line-side. Our findings are summarised in the Executive Summary 
and are included in more detail in Appendix 6. 

The Systems Review was completed m January 2008. 

Forensic Exam in ation 

With regard to the Forensic clement of the assignment, to date concentration has been placed 
on establishing the extent to which the source records of the company and in particular the 
management information system (SAP) can facilitate the interrogation and gathering of 
relevant data to enable fulfilment of Terms of Reference 2 and 4. 
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h is ciear at this stage that scope limitations will arise due to inter alia, the restricted business 
configuration of the SAP system w hich has limited data interrogation capabilities required for 
an entity of the size of IF. This will impact on the Terms of Reference and is currently under 
consideration. In order to full)' establish what information is capable of being extracted for 
review, further meetings with IT staff, are scheduled. Prior to this element of the assignment 
proceeding in January 2008. the scope and approach has been discussed and agreed with the 
Steering Group. A programme for the forensic examination has been completed under 
separate cover following this meeting. 

Based on our findings to date it is considered that the level of work required to fully address 
the Terms of Reference as drafted (48 locations and periods from 2004 to date) could involve 
a considerable degree of additional time and resources. It has been agreed with the Steering 
Group that we proceed with this examination focusing on specific locations/hubs with high 
risk potential. This will focus the scope of the fieldwork to the locations identified as 
requiring specific examination and to use the findings in those locations to assist further 
detailed investigation. 

A Report detailing our findings and recommendations on the Forensic terms of reference is 
expected to be issued by the end of March 2008 with updates being provided on an on-going 
basis. 

We would like to express our appreciation to the management and staff of IE for the time and 
co-operation afforded to us during the course' of our review to date. In general we are 
receiv ing the cooperation and assistance of Company personnel. Any exceptions to this will 
be discussed with the Steering Group. We are endeavouring to work within the constraints of 
staff availability and acknowledge in particular the assistance °'"4MHHflBM 111 
facilitating the considerable volume of meetings and information documentation requests 
necessary to fulfil our terms of reference to date. 
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2. EXECUTIVE SUMMARY 

Following the receipt and review of a number of internal reports we have noted that 
management are currently engaged in a system review of a number of areas. Initiatives are 
ongoing to engage management at Divisional level in order to implement improvements in 
compliance throughout the Company. 

Our findings and recommendations are intended as constructive input to that process. The 
findings below are presented under the headings of: 

IMSN Procurement System Review; 

I MSN Procurement Walkthrough Testing; and 

Management of Stock 

Our findings are based on our Programmes of Work that are detailed in Appendices 4, 5 & 6. 
Both findings and recommendations are presented in further detail in Appendices 4,5 & 6, 

To assist an appreciation of our findings under the various areas reviewed and considering the 
volume and diversity of personnel we have engaged with in the course of our work to date, 
we commence this summary with a number of key findings intended to assist perspective on 
the issues to be addressed. 

1. Despite the existence of documented compliance procedures, on-going non-compliance 
with these procedures has been present within all Divisions subject of our review going 
back some time. This is evidenced within the Group Internal Audit reports of July 2(K)7 
and December 2007 and also the Cost Audit report of June 2005. Ongoing non- 
compliance is confirmed from the results of our transaction te^iTg in \\?Yem3^r - 
December 2007. The on-going non-compliance revealed in our transaction tests, which is 
mirrored in results of the various Interna! Audit Reports, is symptomatic of a more 
fundamental system deficiency. 

'I he manner m which the current IMSN Procurement process operaies i> more akin to a 
system that records and processes purchase transactions rather than applvtag a Busmess- 
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based Procurement Strategy. This is resulting in focus being lost on. the key procurement 
activities necessary in an organisation of this spend and transaction volume. 

Our findings indicate that a greater appreciation of Procurement Strategy and System 
Design through to implementation of Procurement Policy is required in the areas under 
review. The implementation of Procurement Strategy should then be driven by senior 
management throughout the organisation, from the top down to the lowest level, as part of 
a co-ordinated roll-out plan and appro\cd by the Board. 

A feature of a Best Practice Procurement Model would be significantly more focus on 
supplier engagement and control outside of the tendering process, than currently exists. 

A comparison of the current procurement model in place under our review to a 'Best 
practice' Centre-led Procurement has been outlined in brief in Appendix 9. Some of the 
benefits obtained with such a 'Best Practice Model' are also outlined in Appendix 10 and 
could be used to provide direction for future areas of focus. 

2. There is requirement for induction and formal training of procedures for those occupying 
new and existing positions in ail areas under review. This is evident in particular where 
there is incidence of recent staff turnover in key positions of the tMSN procurement cycle 
(i.e. clerical officers), with new incumbents uncertain as to the nature and extent of their 
duties. Linked to this is a query over the adequacy of skill sets and/or training afforded 
and the absence of detailed job specifications setting out the parameters of the role. 
Based on feedback received from various workshops and questionnaires, it is clear that 
there is a significant requirement for education and training both at a business and 
systems level, 't here is also a need for upskilhng of siaff at different stages within the 
procurement chain, in order to strengthen the procurement chain. 

In both the review of the IMSN procurement' and stock systems, it is seen as important 
that coupled with induction and training procedures uotild he a rigorous independence, 
compliance and assurance-checking regime, where instances of non compliance and 
discrepancies are seen to be pursued to the fullest, irrespective of the nam re of the breach 
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or discrepancy, to obtain satisfactory explanations as to why the discrepancy occurred, 
This is currently not happening to a satisfactory level. It is clear that many of those 
responsible for breaches at the transaction level are capable of compliance as revealed in 
questionnaire responses and are aware of the compliance procedures. Additional staff 
resources with appropriate skill sets maybe required to achieve this as part of the 
implementation of a Procurement Audit process. 

CuiTcntly there exists a breakdown of procedural knowledge of SAP and basic controls. 
Recent efforts are being made to introduce more controls however these initiatives are 
concentrated at the lower transaction compliance level. 

In addition, it is apparent for the areas under review, that the current IT. system is not 
being utilised to perform an audit of the procurement process, The SAP system, in this 
respect, is being under-utilised. 

. It is apparent from our fieldvvork within the area of stock, that explanations for 
discrepancies arising are not being independently investigated to a satisfactory extent. 
Considering recent serious breaches our finding is made in the context of promoting more 
familiarisation with documentary procedures, both existing and to be introduced, in 
conjunction with a focus on enforcement of procedures dealing with non compliance 
where breaches are subsequently encountered. This applies throughout all Divisions and 
locations reviewed, This would require additional dedicated stock control personnel to 
implement. 

Generally compliance is good in relation to the implementation of recommendations in 
the Deloiue report for Stock Inventory Management in the Ponlaoise Depot. However the 
compliance with stock control procedures at line-side is poor with signilleant exposure to 
unauthorised breaches by line-side personnel. One particular area identified is the lack of 
planning and documented evidence of materials expected phmned to be taken up out of 
the ground at line side. Whore no documentation of expected planned materials exists, 
reconciliation can be difficult, if not impossible to carrv out. 
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5. The potential risk and cost to the Company of the absence and or systematic non 
compliance with appropriate Procurement and Stock management procedures can take a 
number of forms. These include : 

• Loss of value-added opportunities and economies to be gained in the market place 
from co ordination of very substantial purchasing power within the i)i •■ >u'ns 
throughout the company. 

• The actual cost of known (and unknown but suspected) breaches of procurement 
culminating in procurement fraud on the Company by internal personnel either acting 
alone or in collusion with external suppliers. 

• Potential exposure to claims of discrimination and possible litigation from 
unsuccessful suppliers of services to the Company, who become aware of subsequent 
non compliance with tender conditions by competitors, suppliers arising either by lack 
of internal procurement control procedures or active unauthorised collusion with a 
successful supplier by company employees. 

• The potential impact and possible cost by way of claw back of Grant Aid arising from 
grant condition breaches by external agencies to include Grant Agencies and other 
suppliers of external funding to the Company. 

• Reputation risk. 
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1MSN Proctrksiknt System Ri \ u w Findings 

The manner in which the current IMSN procurement process operates is more akin to a 
system that records and processes purchase transactions rather than applying a business-based 
procurement strategy. IMSN procurement has become engrossed in administration around the 
tendering process such that other key procurement activities arc not being addressed. 1 he 
administration work is causing time constraints for key personnel resulting in focus being lost 
on the key procurement activities necessary in an organisation of this spend and transaction 
volume. 

It is apparent, for the areas under review, that the current IT. system is not being utilised to 
perform an audit of the procurement process. The SAP system is being under-utilised. 

Procurement, within the areas reviewed, is regarded as a necessary but subsidiary activity 
within the company. We recommend the empowerment of the procurement process through 
senior executive management representation, the design and establishment of a single 
Corporate Procurement Structure with additional skill resources and training where required 
to resource this structure. 

These comments summarise the specific findings listed below, 

Review of the existing procurement organisational structures in operation 

(See Appendix 4, Page 5) 

Finding: There is no one corporate procurement organisational structure which exists and 
delivers a standard process of procurement throughout the organisation, outlining the roles 
and responsibilities of each individual along the procurement chain. 

Recommen elation : See Appendix 4: Recommendations I c^ 2 

> Create one Corporate Procurement Organisation Structure: 

> Appoint a Head of Procurement to this structure: and 

r Clearly establish procurement auihonty and responsibility. 
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Procurement Organisational Compliance within Inrnrod FJreann 

(See Appendix 4. Page 6) 

Finding: There is no one corporate Procurement Strategy document which exists that sets 
out a clear framework for procurement throughout the company thai meets all compliances 
both internal and external and sets a clear focus on achieving value. While a form of strategy 
document does exist within another Procurement Department of the organisation, this has not 
been applied to the area under review. As an illustration, attached at Appendix 7 is a strategic 
and operational document that is m place in areas outside of our review 

Recommendation : See Appendix 4; Recommendations 3 & 4 

> Have the Head of Procurement and external consultants, if required, review the 
procurement needs of the business and identify a procurement model which represents 
best practice for board approval and implementation; and 

> Create a Corporate Procurement Strategy document. 

Finding: An Operational Procurement document does not exist. 
Recommendation : See Appendix 4: Recommendations 3 & 4 

> We would recommend this document be prepared by the Head of Procurement only after 
the Procurement Strategy document has been finalised. The Operational Procurement 
document should represent a work plan for the procurement organisation and it should 
ensure that the organisation is operating efficiently, illustrating clearly how the 
procurement function is deployed throughout the organisation. 

Procurement Operational Requirements within SEAT. New Works and Infrastructure 
Maintenance (Sec Appendix 4, Page ~) 

Finding: The procurement activity is consumed completing the administration duties 
regarding tendering rather than concentrating on key purchasing tasks. 
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Recommendation : See Appendix 4: Recommendation 5 

'r We recommend the review of current activities of the IMSN procurement department, 
identifying the activities currently being completed on a daily basis. A comparison should 
then be carried out on what activities would prove more effective and implement a best 
practice model, taking account of the recommendations. 

Procurement Spend Classification within SE&T, New Works and Infrastructure 
Maintenance (See Appendix 4, Page 8} 

Finding: The [MSN Procurement Department in Inchicore is not conducting any high level 
analytical reviews of spend, commodity, material group, vendor, pricing and market analysis. 

Recommendation : See Appendix 4; Recommendation 7 

> The development of exception reports which would assist in the analytical review of 
procurement expenditure and help identify areas of non-compliance which need further 
investigation, again taking into account the recommendations. 

Procurement Knowledge Development within SE&T, New Works and Infrastructure 
Maintenance (See Appendix 4, Page I 1 ) 

Finding : Procurement skill sets and knowledge within the business organisation has been 
highlighted as a concern both from the procurement workshops and walkthroughs conducted. 

Recom mendation : Sec Appendix 4: Recommendation 10 

'f We recommend that within a new Procurement Development programme, training should 
include procurement policy, procedures, best practice, and compliance requirements. 
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Procu mucin Department skill-sets within SE&T, New Works and Infrastructure 
Maintenance (See Appendix 4, Page I 2) 

Finding: Existing skill-sets within IMSN procurement limit the ability to create a best 
practice procurement model and also limit the ability to proaetively identify areas of risk 
within the current process. Resourcing of appropriate skill sets to implement the above 
recommendations requires to be reviewed by senior management. 

Reco mmen elation : General 

> We recommend that the inefficiencies within the existing IMSN Procurement Model be 
addressed through the recommendations. 

Procurement Efficiency Measurements (KPIs) within SE&T, New Works and 
Infrastructure Maintenance (See Appendix 4, Page 13) 

Finding: There are no key performance indicators (KPIs) that exist to indicate the 
performance of the key procurement activities, such as critical exception reports. KPIs are 
key management tools established to monitor large volumes of data through reporting 
indicators used to identify key areas of performance within the organisation's procurement 
process. 

Recommendation : See Appendix 4; Recommendation 14 

We recommend the identification of relevant KPIs for the organisation (to be outlined 
within an Operational Strategy Document). Subsequently, daily ■■'weekly/monthly reports 
to identify and analyse these key areas of procurement performance should be prepared 
and reviewed. 

SAP IT review within SM&T. Nov Works and Infrastructure Maintenance 

(See Appendix 4. Page 13) 

Finding: SAP system skill sets within IMSN procurement are below what would be expected 
for an organisation involved in such high levels of spend value and volume. 
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Recommendation : See Appendix 4; Recommendations 15 & 16 

r We recommend the creation of a Procurement ami Development programme which 
involves all functional and professional staff involved in the procurement process. This 
training should include SAP Modules such a^ - Materials Model. Financial Model and 
Projects Model. 

Fin din»: SAP is under-utilised within the enterprise and extended supply chain. This has led 
to inefficiencies and an inability to conduct analytical reviews of spend. Technological 
integration with high volume third party vendors i.e. the use of electronic SAP Purchase 
Orders (POs) and automatically emailing or faxing of POs are just some of the automation 
which exists in the current market but are not in use. 

Recommendation : See Appendix 4; Recommendations 15 & !6 

> We recommend the review of the current SAP utilization within the business environment 
and its extended supply chain. We also recommend that staff be educated regarding the 
potential of SAP and how it can be utilized within the specific business environment of 
procurement. 

The recommendations above and further details in relation to the IMSN Procurement System 
Review are included in Appendix 4 to address the above issues. 
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Positive Areas Identified 

< We understand ihnt a group has been established to draft a Procurement Operational 
Document for Infrastructure Maintenance and SE&T. It is not clear as to whether this 
will also apply to New Works. We advise that account is taken of our 
recommendations under the 1MSN Procurement System Review findings. 

> A new procedure was introduced in September 2007 in relation to the Al and A2 
releases, relating to both Infrastructure Maintenance and SE&T. This should help 
strengthen the approval process for work carried out in these areas, following a more 
comprehensive review of the procurement process. 

> A labour database was developed in June 2007, containing the approved labour rates. 
Prior to this, we understand that there was no pre-approved rates for labour work. We 
understand that this database is relevant to both Infrastructure Maintenance and 
SE&T. Again, this is helpful, but should be reviewed in the context of our broader 
recommendations. 

Exceptions Noted 

Inadequate Documented Procedures 

(See Appendix 5. Page 4) 

Finding; Detailed operational procedures in relation to processing infrastructure 
Maintenance. SF&T and New Works Construction Unit proieets are current! v not adequately 
documented. 

Finding: Detailed operational procedures in relation to processing of mmi-tendenng are not 
adequately documented. 
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Recom mendation : Sec Appendix x Recommendations i. 2. 3 & 4 

> We recommend thai a format operational manual should be developed setting out the 
procedures required to be followed for the procurement of Infrastructure Maintenance. 
S } : 1 and New Works Construction Unit projects. 

>• Once these procedures have been finalised, they should be circulated to the relevant staff 
members, reviewed on a regular basis and updated as and when required. These should 
also include the mini tendering procedures. 

Staff Training Requirement 

Finding: Our meetings indicated that formal training did not take place for all staff members 
on appointment to their role in the procurement area. 

Recommendation : General 

> We recommend that all new staff should be provided with adequate training, winch 
should also include the required training on SAP. 

Non-generic standardised documentation 

Finding: In general, we observed that documentation was submitted by suppliers in a non- 
generic format which made compliance difficult for the Company. Within other large 
organisations it is accepted practice for the organisation to communicate standard procedures 
and documents to main, high volume approved suppliers. Documentation not supplied m that 
form should be rejected at die outset by the company. 

Detailed findings as a result of transaction testing 

Finding ; 

> Procedures had not been followed and exceptions were noted for the majority of 
transactions selected for walkthrough tor Infrastructure Maintenance. SL&T and New 
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Works Construction Unit. These issues relate to both plant hue and contracted labour in 
Dublin, Limerick and Athione. A summary of these exceptions are as set out below. 

Instances were noted based on the transactions selected, where: 

> Requests for work had not always been communicated to the Divisional offices on a 
timely basis. 

> Requests are not formally documented. 

> It was difficult to determine who had requested the work as these details were not always 
included on the request form. 

There was no evidence that the recommended number of quotations, as set out in the 
Policy and Procurement Manual, had been obtained or that a value for money exercise 
had occurred prior to the Contractor being selected. 

A contractor was selected by an Inspector without prior involvement of the supervisor 
(i.e. ADE). From a review of a note on file the Inspector had requested the plant directly 
from the contractor. 

The required forms (i.e. the 'Request for Plant and Machinery Hire' form etc) were not 
always completely and/or accurately completed and.- or completed on a timely basis, 

Problems were encountered m relation to the calculation of the value of plant requested as 
a result of incomplete requests being submitted to the Divisional OtYices. 

Analysis w as not provided to support the v aluation of the work. 

Rates included on the Divisions database were not accurate up to date. 
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r- 1 here w;is a lack of documentary ev idence of re\ie\\ and approval at the appropriate 
levels, 

> Service Entry details were based on pro- forma invoice* received after the work had been 
completed rather than being based on an original request, prior to the work commencing. 

f The quality of supporting timesheets and. work dockets and the level of information 
included on these documents varied between Contractors from comprehensive detail to 
little or no detail. 

r Differences arose between the original request supplied by the Inspector and the invoice 
and timesheets/work dockets received from the Contractor m relation to the value, type of 
plant and labour requirements. There was no note/explanation on file to support the 
differences, 

> Contractors' timesheets/work dockets had not always been signed by an IE representative. 

> Contractors' invoices had been submitted to the Divisions, which were not accompanied 
by any supporting timesheets and/work dockets. 

V Instances were noted where mini-tendering procedures had not been complied with. 

r There was inadequate segregation of duties. 

Detailed recommendations us w result of transaction testing 

In relation to our detailed findings, the following recommendations should he considered for 
implementation; 
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Recommendation : Sec Appendix 5: Recommendations 106 A 108 

r A review should be earned out on the various forms current!) in operation at the 
Divisions to consider the layout and content. This will help ensure that the agreed forms 
are adequate, easy to use complete and provide only and all the relevant information. 

Recommendation : See Appendix 5: Recommendation 107 

r The required forms should be completed by the relevant indi\ iduals on a timely basis and 
should contain sufficient detail about the request for work. The formal Operational 
Manual (to be drafted) should clearly set out the required level of information required to 
be included on the request forms. 

Recommendation : See Appendix 5; Recommendation 109 

> The review and approval of all steps of Infrastructure Maintenance and SE&T and m the 
New Works Construction Unit's procurement process should take place at the appropriate 
level and should be adequately documented on file, The levels should be clearly set out in 
the Operational Manual. 

Recommendation : See Appendix 5; Recommendations 14, 26. 35, 46, 65, 74 

> Standard timesheet/delivery dockets should be developed and issued to all contractors. 
Certain key information should be required to be included on all delivery 
dockels/timesheets/invoices submitted by contractors to ensure that all information is 
available to allow a three way check between the original request, the invoice and the 
supporting timesheets' work dockets. 

Recommendation : Sec Appendix 5: Recommendation 15 

> Only invoices that are fully .supported by accurate umeshcets and in the required format 
should be appro \ ed for payment. Supplier engagement on the format acceptable to the 

Company will be required. 

Recommendation : See Appendix 5: Recommendations 3s, 67. \>". 16 
r Only invoices that can be reconciled back to the original request .should be approved for 
payment. Where there arc additional requirements after the orimnal request has been 
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stibnuticd to iho Divisional Office, those should be documented and sent to the Divisional 
Office to facilitate the reconciliation of the invoice to the supporting documentation to the 
original request. 

Recommendation : See Appendix 5: Recommendations 37. 62, 66 

> A review should be carried out of the plant hire and labour databases to ensure that the 
databases are accurate and up to date in relation to contractor codes, descriptions and 
rates. 

Recommendation : General 

> Consistent procedures should be followed across all Divisions in relation to the forms 
required to be completed, together with the roles and responsibilities of all relevant IE 
staff. Instances should not arise where inadequate segregation could exist. 

Recommendation : General 

> Responsibility should be assigned to the appropriate individuals to monitor compliance of 
the procurement procedures. The appropriate action should be taken where non 
compliance is noted. 

Inconsistencies were noted in the IMSN procurement process between and across 
Divisions. 

In our view there are a variety of reasons for these findings; 

> There is a lack of training ,' education in operation in the area of procurement 
r There is a Jack ' absence of adequately documented procedures 
r There is little evidence of active supervision or monitoring of procurement 
compliance currently in place 

Detailed recommendations are included in Appendix 5 to address the above issues. 
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M w \(,( \ii:n i or Stock Findings 

Positive Areas Identified 

r On-going efforts of the Materials Manager m Infrastructure and stock counters to 
improve stock accuracy. 

> Efforts of certain personnel in improving the manner in winch stock is stored in 
Portlaoise Depot and the system put in place to accurately record the receipts from 
Line-side with the help of the team leaders and Superintendent. 

> Mo issues of non-compliance were identified in relation to transfers of stock from 
Portlaoise Depot. 

Exceptions Noted 

Portlaoise Stock: Movement in - Receipts from Line-side 

(See Appendix 6; Page 5) 

Finding: There is substantial evidence of non-compliance with procedures in relation to 
receipts into Portlaoise Depot from line-side. Instances were noted of differences in the 
recording of 1 ) quantity of stock. 2) classification of stock and 3} measurement of stock from 
what was sent to Portlaoise Depot. For instance, the quantity of sleepers received into 
Portlaoise Depot would not agree with what was stated on the "Materia! Advice Receipt 
Note' related to thai stock. 

Recom im-mhuion : General 

> We recommend that standard documentation for all stock mo\ement.s be developed as 
well as further training on documentation procedures for all involved. 
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Finding ; Significant non-compliance was noted in the transaction testing earned out on 
materials transferred into Portlaoi.se Depot. Please refer to Appendix 6 for a breakdown of 
the non-compliance. 

Rccommen tlation : See Appendix <v Recommendation 3 

r We recoinmend that an independent check of what the Inspector has recorded as being 
sent to Portiaoise is carried out. for example, by an ADE. prior to despatch to Portlaoi.se. 

Portiaoise Stock: Receipts from Waterford 

(See Appendix 6; Page 7} 

Finding: There is no standard stock movement documentation to record stock transferred 
from Waterford stores to Portiaoise Depot inventory. 

Recommendation : See Appendix 6; Recommendation 6 

> We recommend that a standard document be put in place to record the transfer from 
Waterford stores to Portiaoise Depot, as applies to other locations. 

Portiaoise Stock: Security of Stock at Portiaoise 

(See Appendix 6; Page 8 ) 

Finding: Clarification vvas sought on security procedures in Portiaoise depot. From 
observations the external security agents do not appear to have any formal role in the 
checking of goods inwards ■''outwards from the Depot. Based on questionnaires returned, 
various accounts have been received on the role of the external security company and their 
duties. As an independent entity, security companies employed in this function can and do 
form an important element of internal control on the movement of stock from Depots like the 
Portiaoise Depot. 

Rccommen dation : See Appendix 6: Recommendation 7 

> W'e recommend a full review of Security Procedures and the role of the external security 
company engaged at the Portiaoise Depot with the output being a documented Report on 
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their responsibilities for control of" stock movements of all entry exit points to the Depot. 
We observed that there were two entry exit points at Portlaoisc Depot but were informed 
that there was a third entry exit point at another part of the site. Based on t hi > review, 
amendments to the terms of engagement for the security company may he appropriate to 
expand their role and duties for checking goods inwards and outwards from the Depot. 
All security measures introduced should be subject to audit by management on a periodic 
basis. 

Line side Stock: .Materials Taken Up 

[See Appendi.x 6; Page 9} 

Finding: There is no specific document to record the 'planned' removal of materials when 
track is being taken up to be used for comparison against the 'Materials Taken Up' form for 
what is actually removed. 

Recommendation : See Appendix 6; Recommendations 8 & 9 

> We recommend that a standard document be put in place to record what is expected to be 
taken up, to allow a comparison with what actually is taken up as when no documentation 
of expected/planned materials exists, reconciliation can be difficult, if not impossible to 
carry out. 

Line side Slock: Materials Used 

(See Appendix 6: Page 1 1 ) 

Finding: Issues in IE Stock reports highlight incidences where materia !> are taken tip out of 

the ground vet are not recorded on SAP 

Recommendation : See Appendix o: Recommendation 1? 

> We recommend ail .stock forms be sent to the Divisions on a weekiv h:^is. 
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Line side Stock: Materials Reclassified 

(See Appendix 6; Page 12) 

Finding: Issues in IF. Stock reports highlight incidences where; 

a. Materials Reclassification procedures are not followed; and 

h. Dismantled panels are not being reclassified into sleepers and rail respectively. 

Recommendation : See Appendix 6; Recommendation 1 7 

r We recommend that reclassification procedures be followed in accordance with the 
lamrod Ei rearm "Policies and Procedures for the Control of Infrusmicture Livestocks ". 

Stock Takes 

(See Appendix 6; Page 13) 

Finding ; Nationwide counts of line-side stock are carried out by Per Way Inspectors (PVVIs), 
and not counted by independent lamrod Eire arm Representatives. Therefore PVVIs can return 
stock sheets based on what they know to be recorded on the SAP system irrespective of what 
the actual count reveals. 

Recommendation : See Appendix 6; Recommendation 19 

We recommend that both nationwide and cycle line-side stock counts be carried out by 
persons independent to the Per Way Inspector, or if there ace resource limitations that random 
independent verification of nation wide counts takes place. 

Finding: From our review of discrepancies in nationwide counts, whilst queried, there is no 
ev idence to verify that the explanations given bv ihose responsible are in fact, an accurate 
explanation. Similarly, in relation to stock cycle counts, when discrepancies are identified, 
explanations are obtained from those responsible. However it is not clear whom is 
responsible for following up at Divisional level with verification of the accuracy or 
reasonableness of the explanation provided for the discrepancv. 
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Recom rnendation : See Appendix 6: Recommendation 23 

Wo recommend additional resources, within the Materials Management Unit, be added to 
provide more comprehensive independent monitoring. 

Movement in - Ran Materials 

(See Appendix 6: Page 15) 

Finding: Not all raw materials delivered into Portiaoise Depot are weighed on the 
weighbridge; therefore reliance is being placed on the supplier for a correct account of goods 
being delivered. 

Recommendation : See Appendix 6; Recommendation 24 

We recommend that sand, gravel and cement be weighed on delivery into the Portiaoise 
Depot. (As and from December 2007 all raw materials are now being weighed as witnessed 
by Baker Tilly Ryan Giennon staff in January 2008). 

Recommendations are included in Appendix 6 to address the above findings. 
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3. Terms of Reference & Scope of the assignment 

The Objectives of the review of l.MSN Procurement and Internal Control Systems were set 
out in five Terms of Reference detailed m Appendix 1. 

In scoping the scale and programme of work, a lull review of procurement procedures was 
required at each of the locations throughout the Infrastructure Maintenance, SE&T and New- 
Works Divisions where there is procurement authority to bind the Company. 

The locations are summarised as the four main locations of Dublin. Limerick Junction, 
Athlone and Portlaoise as the hub for stock maintenance. 



Together with; 



Area 


No. of Locations •. • 


Track 


28 locations 


Signalling 


6 locations 


Telecoms 


4 locations 


The procurement section at Inchicore as the central hub for procurement for the 


division. 




New Works 


Total of 48 Locations 

[ 



We concentrated on the four main hub locations, taking a top down approach and carried out 
a detailed review of the high volume areas for procurement and for stock movement. 

The list of locations visited are as follows: 
inchicore 
Portlaoise Depot 
Athlone 
Limerick 
Connolly 



P;i«<! 27 of 32 



i \R\f«')i> r,nu..\N\ Vkch i iu: mia r A 1 \ ri-:i?s.\i. Cos i uoi I \ \ (a i k, vnos 3 f 1 .J \m \k\ 2iM)8 

Interim Report to the Stewing C,? oup C'oinniilU'o 

PRIV \Ti: A CosniM'N i 1 M. „_______^_„__^^____ 

Mullingar 
Oriel St i co [ 
Heuston 
Pcarse 

Wicklou (line-side) 
Wexford (line-side) 

Documentary evidence was gathered at Div isional level to enable a comprehensive systems 
review covering all Per Way locations. 

In all. circa 100 meetings/interviews have taken place in the above locations with various 
individuals. These meetings are summarised in Appendix 2. 

It is intended that for our detailed review of Terms of Reference 2 and 4, that we will carry 
out detailed transactions testing within other locations. 
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4. Programme o f \ V o u k 

A programme of work was formulated for both the 1MSN Procureinont System Review and 
1MSN Procurement Walkthrough as well as for the review of the Management of Stock. The 
programmes of work for these areas are detailed out in Appendices 4, 5 & 6, 

To briefly outline the programme of work undertaken, each area covered has been spilt into 
three phases: 

Preparatory Phase 

o Information gathering and review 

> Fieldwork Phase 

o Meetings 

o Questionnaires 

> Reporting Phase (including Interim Reports) 

Third Party Verification 

As part of our fieldwork we are recording meetings with key management and staff and 
where necessary can revert to certain individuals following the interviews with a summary of 
what has been discussed. This allows us to verify our findings and provides the opportunity 
for the interviewee to amend or clarify points arising. 

fn both the areas of J MSN Procurement System Review and Review of Management of 
Stock, questionnaires were sent to relevant personnel requesting information and also inviting 
any comments or recommendations that they may have about the system at present. There 
was a 100% response to all issued procurement questionnaires circulated and ,ts at the date of 
this report 93 r, have returned questionnaires in relation to >toek. There .ire three stock 
questionnaires outstanding. The findings from the questionnaires in relation to the IN'S's 
Procurement S\stem Review and Management of Stock are detailed in Appendix 4 and 6 
respectively. 
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We have not undertaken any outside third party verification procedures to dale as this 
element is more appropriate to the Forensic element of the assignment. 
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5. Detailed Findings and Recommendations 

The detail of the findings and recommendations .summarised in the Executive Summary are 
presented in (he attached appendices and cover the areas of IMSN Procurement System 
Review, iMSN Procurement Walkthrough Testing and a Review of the Management of 
Stock. 

Under the detailed findings of procurement, there are comparison findings between the three 
Divisions of Dublin, Limerick Junction and Athlone, together with high level common 
findings across the three Divisions. 
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6. CONCLUSION 



Systems review fieldwork was completed in Januarv 2008. Gin- finalised Interim Report takes 
account of feedback and commentary from the Steering Group on the draft Interim Report. 

Clarification and agreement has been provided on the scope and focus of the forensic 
examination element of our review. We are now proceeding with our Forensic Examination 
Programme. 

At the point that the Interim report is finalised, a presentation can be provided to summarise 
the findings to the Steering Group and other appropriate representatives as advised. 



Baker Tilly Ryan Glennon 



Date 
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Our terms of reference were agreed with the Steering Group on the 16th July 2007 
and our set out as follows: 

1. Undertake a full review of the current system of procuring plant hire and contracted 
labour to include the authorisation protocols, monitoring processes and transaction 
validation involved. This review will take into account work previously undertaken in 
this area by {arnrod Eireann. 

2. Carry out an examination of conduct in the acquisition, deployment and 
management of services, resources and plant/equipment procured during the period 
from January 2004 to date and the relationships with contractors of goods and 
.services to the Company. Assess the extent of actual loss or misappropriation arid 
assess where potential future risk arises. 

3. Carry out an examination of the management of line-side materials e.g. Rails and 
sleepers, a particular focus to be placed on the movement and accounting for stocks 
into and out of the Portiaoise Sleeper Plant as the hub distribution and stockpiling 
centre. 



4. Identify and determine responsibility for any breach in procurement policy 
specifically to identify any neglect to duty or lack of competence in the acquisition of 
goods and services and to report on areas where loss or misappropriation has occurred 
and the associated value and comment on where potential future risk arises. 

5. Produce a comprehensive report and therein make relevant comments, observations 
and recommendations in each of the foregoing areas ol' focus. 
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Meetings With; 



Title 



No of Meetings 



Group Interna) Audit Committee Meeting 
Steering Group Committee Mcciins 



Chicni.vteutive. (arnrod f:, iicaim 
Director: Stnueyy & Bumvjcss Development 
M !::..yei . '. '•.<•.: Audit & D'Hcieney Unit 
Chief l.mmneer, Infrastructure 



On -Going 
On-Gomt> 
0;i-Giit:w 



P roc ure merit VI nil a ge r 
Finance Manager 
Materials Manager 

SAP Personnell, Materials Management 

Stock Facilitator, Portlaoise 

Accounts Payable Clerical Officer 

Divisional Accountant, Athlone, /nfra/Main 

Divisional Accountant, Infra/Main & SE&T 

Head of IT, C1E 

Manager of Procurement 

Projects 

Projects 

Purchasing 

SAP Support Management 
Signalling Engineer. SE&T 
Accountant 
Accounts Payable 
Accounts Payable 

Accounts Payable Cos; Audit :v.)d □Tictenc) 
\D\'.. Athlone, In fin Mam 
AID!-'. lieti.Mon. Infra Mam 

\\">\~ . l::lVl \i.:m 

ICiMne^ ■<:■■••:•!> S;.>:em^ Me'' 

t'der:.:,:' t \vm me. im'r.t Urn 
C!,-;-:e. ; | 0:'t",v:. \ \ M.mt k Sf,N \ 
t 'le:-;c.d Of'ke;. Infra M.im .v sl'.y .'" 



4 
4 
4 
4 

3 
2 
2 
-> 
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Meetings W'iHi: 



Title 



No tit' MeiMiujis 



Dr. iv-on.ii lingiiiccr. Limerick iv Athlone 

l:\L\':ii:'. e Buyer 

htt.'ince Maiwiior 

l-'tnancu! Aecrtuniani 

HuutiWiai ('"onirolici 

Head otAiroup lniorn:il .Audi! 

Inspector. Athlone. Infra Mam 

Inspector, Infra Mam & SL&T 

Inspector, Pearse Station, Infra. Main 

Internal Audit 

Plant Co -Ordi tutor, New Works 
PO Executive 
PO Lxecutive 
PO Executive 
PO Executive 
Procurement Manager 
Production Manager 
Purchasing 

Raw Materials Vlgr, Portlaoise 

SAP Personnel 

SAP Personnel 

Senior Purchasing Executive 

Senior Purchasing Executive 

SE:&T Fin.iDce Manager 

SR& r inspector 

sr.'e ' Inspector. Mulhyar. SET 

Slii&T inspector, -> i ..v. i 

SL,tT Ncv. Works ("oi-Mracnon Manaecr 

S;;.:;ia]rnc hiemeer, M-.v " 

Stock r'acriitat.-.r. Poi't !aoi>e 

Sv.A Pro-. ..v.v j .-cook .1 c- 

St. v.-. P:-,...-e,s.r ; . Voto wo: 



M o ;i . 
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I A detailed i^rjiar.svjlionj! ^ h :i r: idemi'vinc repeal \\\-2 iires .-r.d rt'vponiti'iitttes will:!:'. each 
d: v i>;cn 

2 

Name* and d.»\ to day duties sn't'se teievar.; tritisv nin.tl> : ub r-peoih.-.rtst'ft'.. ;i .oailalde 
3 Chic!' i:\ecwive Organisation^ Chart 
J Chief Hnginccr IX-parmiesH 

5 Fmance Department 

6 Pnteuromem tVjwimeni 

7 Works 

Outline specification on the idiiowiny systems as ihey apply to' 

8 I'mcuremcni Department 

9 Purchase Order 

10 Control 

1 I Accounts Payable 

12 Budgeting 

13 t'lamimg 

iin ] j-3 Li procedures m the area of: 

14 N't- w Works 

15 infrastructure A Mainenance 
1 fi S [■&"!' 

Budgetary control documentation of 
17 New Works 
IS Infrastructure & Mainenance 

J 9 .si-:&t 

Project management documentation of : 
2(1 Neve Works 

21 Infrastructure & Mainenance 

22 SEAT 

23 The Company"* procurement procedures manual or equivalent documentation. 

24 The Company's stock control procedures manual or equivalent 

25 lividcnce known to the company of breaches 

26 Individuals involved which will inform and assist the review. 

Internal project reports and management m formation produced by the Company at regular 
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Appendix 4 
Procurement System Review 

- Programme of Work 
- Finding & Recommendations 
- Sample Questionnaire & Results 
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Procurement System Review - 
Programme of Work 
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Information Gathering and Examination through Workshops, I titer views and 
Questionnaires 

This section of our report presents the interim findings and recommendations made in 
relation to the workshops and interviews conducted as well as from examining existing 
procurement documentation under Term of Reference 1. 

The objective of our work was to establish at a high level the current model of 
procurement which is operating within the organisation and the quality of the in formation 
system, SAP, supporting this function. A comparison was then carried out to a Best 
Practice Procurement model identifying the key structural areas for improvement. 

Our work consisted of the following for Infrastructure Maintenance SE&T and New- 
Works (IMSN). 

1. IMSN Procurement Model Review 

> Visited the Inchicore Purchasing department and discussed die envreru IMSN 

procurement model operating within the business and staff daily aem itte.s dimes; 
r C arried out a high level review of the Police and Procurement Manual and other 
procurement documentation which was pro\ ided hv management raid furxtiojial >taff: 
r (.'.lined oui a workshop with procurement :n:m:ii»emoiH and e\eci!li\ es to document 

ih.e evicting pvocuvemem model. 
'r issued a questionnaire sheet 10 )MS\ procurement staff for completion; 
r Documented our understanding of the nrocovluic.v \\\ place a> .1 re -u it of onr 
workshops and questionnaire, and 

Pace ! .•: r 
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Procrammi-: or work 

> Identified issues' and made recommendations for improvements which was reviewed 
with management for approval. 

2. SAP I.T. System Review 

*■ Visaed ihe CIE Group IT office; 

> Carried out a review of current configuration and setup of Materials Management 
Module and Project Module; 

> Reviewed the availability of detailed reports; 

> Documented our understanding of the procedures in place as a result of our 
workshops and questionnaires; and 

> identified issues and make recommendations for improvements which is reviewed 
with management for approval. 

Meetings 

We met with the following individuals as part of our walkthrough tests: 

> Clerical Officers *2 

> Procurement Managers *2 

> Senior Executive Procurement Officers *2 

> Executive Procurement Officers *4 

> Store Manager * I 

> SAP Materials Module Expert m Group IT 
f SAP Financial Module Expert in Group If 

SAP CO Module Experi in Group IT 

SAP Projects Module Expert in (.iroup IT 
~r \ lead of C 'iroup IT 
r iT Manner 
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Question naire 

A questionnaire has been circulated to all procurement management. >enior executives, 
executives and administrative staff within the I MSN procurement department, a total of H 
in all. We have gained valuable feedback which is included in this Interim Report. 

Reporting 

Our findings and recommendations are set out below. 
Acknowledge 

During the course of our workshops and fieldwork, we met with a number of personnel in 
the CIE Group IT and Inchicore IMSN Procurement department. We are grateful for the 
manner in which Iarnrod Eireann staff facilitated us, for the time made available to us and 
also for die high level of courtesy, assistance and cooperation afforded to us at all times 
during the assignment. 
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Procurement System Review - 
Findings & Recommendations 
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I MSN Procurement System Review findings and recommendations are covered 
under (he following headings: 



Heading Pack 



Review of the existing procurement organisational structures m operation 5 

1MSN Procurement Organisational Compliance within lamrod Eircann 6 

Procurement Operational Requirements within Infrastructure Maintenance, SE&T and 

New Works 7 

Procurement Spend Classification within Infrastructure Maintenance, SE&T and New 

Works 8 

Procurement Supplier Base Development within Infrastructure Maintenance, SE&T and 

New Works 9 

Procurement Knowledge Development within Infrastructure Maintenance, SE&T and 

New Works 1 1 

Procurement Department skill-sets within Infrastructure Maintenance.. SE&T and Now 

Works 12 

Procurement Efficiency Measurements (KPIs) within Infrastructure Maintenance. SE&T 

and New Works 13 

SAP IT review within Infrastructure Maintenance, SE&T and New Works 13 

1MSN Procurement System Review Questionnaire 15 
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Review of the existing procurement organisational structures in operation. 
Finding 

Our workshops and questionnaire indicated that: 

r Two procurement organisational structures currently exist within larimxl Eireanm 
both operating to different standards. This does not reflect best practice. 

' Currently the 1MSN 1 procureinent organisation lacks required high level guidance and 
support to ensure corporate acceptance of governing procurement policy, procedures 
and initiatives. 

Recommendation 

1. Change the current procurement structure within the organisation and rathe: than 
having two separate procurement structures in both 1) CM El and 21 Infrastructure 
Maintenance, SE&T & New Works (I MSN) have one procureinent organisation. This 
should in turn be integrated into the CIE Group procurement structure. 

2. Create a new position as overall Head of Procureinent of larnrod Eireann, Have this 
position take on Board reporting duties and management of the implementation of 
one Corporaie Procurement Strategy, To our knowledge iliis position docs not 
currently exist. 

1. Introduce and brand a new procuromom model u ith a Hoard apjvov od 
commiinic.il ion and appropriate ch.mge-managemeni plan This model wo ulii need to 
be designed with the .specific needs ..j ihe organisation as its hvits. 
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I MSN P roc u re men I Organisational Compliance w ithin larnrod Ki rearm 

No Manager or Senior Executive Ruver was aware of the existence of a Corporate ■ 

Board Procurement Strategy for the farnrod Eireann Organisation for Infrastructure 
Maintenance, SE&T & New Works). A number of procurement staff who completed 

the questionnaire are aware of some but not all compliances which impacted on what 
they procured. See questionnaire result findings 1.1 to 1.6 outlined below. 

Re com m endation 

4. Create a Corporate / Board Procurement Strategy Document for the entire 
organisation which sets a clear framework for procurement throughout the 
organisation. This will allow the Head of Procurement to draft up a Procurement 
Operational document which would accomplish the following; 

" A mission statement; 

■ Ownership, monitoring and review; 

1 Role, responsibility and functions of all procurement staff clearly defined: 

■ Establishment of standard work practices for ail staff involved in the procurement 
process; 

• Compliance to regulations to ensure continuous compliance to current and 

pending legislation - and the consequences of non-compliance: 

• Procurement policv and strateg\ implementation: 

■ I lie Eramework of Procurement of major sen iocs joods am! partnerships: 
" I he development of contract management procedures and guivie!ine>: 
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* The integral ion of a financial management system with the procurement process: 

■ Integration of IT systems such as SAP and other e-proenrement technologies with 
the procurement process; 

" Supplier and other 3 " party extended supply-chain integration 

■ Performance measurement (key performance indicators (KPIs); 

■ Tendering / contracts arrangements; 

" On-going monitoring and audit of procurement systems; and 

■ Continuous improvement review 



Procurement Operational Requirements within Infrastructure .Maintenance, SE&T 
and New Works 

Here we review how the I MSN procurement operation was being managed and controlled 
within the area of review through established procurement operational documents. 

Finding 

> The 1MSN procurement function is cunenMv serving as an administration function 
supporting the tendering process at the expense of other key procurement activities 
lhai are not Ivmg addressed such as: 

■ SyMems and Ki'i de\ eiopmeni: 

■ Implementing cost >a\ me> programmes. 

■ Analytical rev c<a of svui Jan; 

;>a.:c " c.f i ' 7 
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■ Market analysis: 
" Benchmarking; 
" Supplier review; and 
" Audi! - Compliance 

The majority of IMSN procurement staff who completed the questionnaire were not 
aware of the need for key operational documentation which if developed would assist 
them manage a high volume procurement organisation. 

Recom m end at ion 

5. Review current processes for non-value activities currently being performed by IMSN 
procurement and establish a programme of value-added procurement activities. I his 
would be defined in the overall Procurement Strategy document. 

6, Establish key operational documentation for use within the IMSN procurement 
department which would establish a framework for conducting performance reviews 
against established targets. 

Procurement Spend Classification within fnf'nistructure- Maintenance. SF.&T and 
New Works 

Here wc review procurement reporting arid data analvsiN capabilities, w I'inn SAP. ami 
determine u hat reporting tools exist to assist suuTcoiuplese these m.-.k^ tor data w ithm the 
enterprise and extended supp!v chain. 
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Finding 

> Questionnaire results indicate that the majority of the IMSN procurement 
management and staff do not conduct data analysis reports on spend as part ol their 
daily tasks. This is a concern as il is not practical, with the organisation's volume and 
value-spend, that an appropriate review of spend could be completed other than 
through predefined reports. This raises concerns that this area of review is currently 
not being addressed within the IMSN procurement organisation and could allow tor 
invalid transactions to be processed without notice. Currently procurement personnel 
spend time conducting singular supplier purchase order enquiries and are limited in 
their reporting capabilities. 

Recom m en elation 

7. Develop reports which would assist management and staff analyse: 

■ Spend; 

■ Understand spending patterns; 

* Review status of purchase orders; 

» Track spend through plant hire and labour and also material types; and 

■ Self audit to ensure compliance. 

This work should be done in conjunction with t he SAP i f team and finance team to 
promote a common set of standard reports within the organisation. 

Procurement Supplier Base Development within infrastructure Maintenance. 
S \ ev I and New W orks 

procurement operation manages and imcr-ie^ with the 
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Here we review how the 
organisations supplier base. 



Paue of 1 " 



[ \HM<6|> KlUl- VNN (M l. HIM RO'OUI 

J'hi\.\|-i: & ( oM-mi'vn \i. 

Piux t Rr.Mf-M Si s 1 1- m Ri,\ u.u 
Findings A R « ommi:m)\ i k.j\i 

Finding 

Major key areas of supplier base development are not being utilised in the areas such 

as: 

* Supplier integration: 

■ Implementation of a quality system: 

■ Transaction documentation standardisation; and 

■ Transaction inputting verification. 

This is supported by other findings, illustrating that procurement are mainly involved in 
the administration of the tendering process and other key areas of procurement have gone 
unaddressed. 

Recommendation 

8. Develop a plan for the effective development and review of the supplier base and 
allocate responsibilities to senior procurement executives to achieve the goals in this 
plan. 

9. Review and resource the skill-sets of current [MSN procurement management and 
their ability to protectively manage procurement resources allowing them to 
concentrate on value added procurement activities rather than non-value procurement 

administration activities. 
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Procurement Knowledge De\ elopmen! within Infrastructure Maintenance, Sk&T 
and New Works 

Our objective in this case is to determine the procurement skill-sets and knowledge 
within the business and how this is being developed. 

Finding 

> The majority of IMSN procurement staff indicated in the questionnaire that the 
organisation was limited in terms of procurement knowledge and in general, did not 
understand the implications that certain legislation such as Environmental, Health & 
Safety and Quality have on the procurement process. Also no procurement know ledge 
development programme exists. 

This would be deemed a critical part of an effective procurement model Overall 
procurement knowledge within the organisation is limited and poses a problem for key 
functional users who participate in the procurement process. 

Recomm en da tion 

10. Set in place a Training and Development procurement programme which would 
address these issues and strengthen (he procurement process. Create super user groups 
within key areas of potential risk and reward emplovees for achieving different 
expertise levels within procurement and SAP. Consideration would have to he given 
to whether current internal resources are sufficient to achieve this uu>k. 
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Procurement Department skill-sets within lnf i astrueture Maintenance, SK&T and 
New Works 

Here we asked the personnel within the I.MSN procurement department to rank their 
skill-set levels within different categories. 

Finding 

> The questionnaire highlighted areas of concern where resources deemed themselves 
not to have adequate skill-sets i.e. benchmarking, market, planning and product 
commodity knowledge. The areas where they felt they were strong is as a result of the 
tendering process which consumes the majority of their time i.e. pricing, negotiations, 
sourcing, selecting and SAP systems. The concern here is the lack of attention to 
other key areas of procurement and the potential consumption of procurement time in 
administration duties involved with the tendering process. 

R ecom m en datio n 

11. Review the potential non-value activities which consumes the buyers time in the 
tendering process and assign these tasks to a more junior resource thereby allowing 
the buyer to concentrate on more value-added activities. 

12. Clearly identify areas which the buyer or procurement executive should concentrate 
their time and effort. 

13. Set >n place a programme of skills development within the procurement ni'ganis.iuon. 
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Procurement' Efficiency Measurements (KPIs} within Infrastructure Maintenance, 
SEAT and New Works 

Our review examines the existence of KPIs and their use within the IMSN procurement 
organisation. 

Finding 

> No procurement KPIs exist currently within the above areas of review which would 
be expected to be in operation in an organisation of this size. KPIs are there to assist 
management measure and monitor performance or compliance within key functional 
areas of procurement at a high level. It allows them to create exception reports, using 
SAP. which would review large volumes of data and highlight variances which need 
further investigation. 

Recommendation 

14. KPfs are an important management monitoring tool which are necessary when 
dealing with large volumes of data. Management should establish key KPIs for 
procurement and ensure that they are in operation and used as a management tool. 

SAP IT review within Infrastructure Maintenance, SE&T and New Works 

Merc we review how SAP is configured within the Materials Module (MM: i Financial 
Module (F I) and how the business is utilising the current SAP IT expertise a-, ailanle. 

Finding 

> The IMSN Procurement Department has a iou !e\ei of >k:i)-sc-ts within SAP. This ss 
apparent from lite u ork groups hold with end-users and meetings u uh the SAP IT 

group. The SAP IT group are available but under-utilised hy the IMSN Procurement 
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Department. The implications of this are the LiiKler-iail isation of the SAP application 
within procurement. 

r A request was made for the financial and procurement reports for plant line and 
labour, split by Infrastructure Maintenance, SE&T and New Works, for the years 
2004, 2005, 2006 and 2007. This proved impossible to generate in SAP fmuncials as 
there was no split in the ledger codes for plant hire and labour covering the above 
period requested. In the materials module this is also proving difficult to obtain. This 
information by plant hire and labour is still under review. 

This will have implications for the forensic element of our review. 

J? e c om m endation 

15. Set a training programme in place to address these issues. 

16. Determine the procurement reporting requirements and configure SAP 
financials/materials module to allow for this. This requires a cross functional team to 
get together consisting of SAP IT group, finance and procurement to address this 
issue. 
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i.MSN Procurement System Review Questionnaire 

The questionnaire was designed to evaluate the procurement environment and assess the 
performance of the I.MSN procurement department staff and management. The findings 
below indicate that staff and management have concerns with regard to the current 
procurement model and this is represented in this Report. 
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Procurement System Review - 
Questionnaire Results 
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Procurement System Review 
Questionnaire Results 



Total Consolidated 



1. Procurement Compliance 




Yes 


.No 


Total 


1 . ! Procurement Strategy Document 


Oil 


0% 


100% 


s 


i.5 Procurement IHnvironmentat Leglisaiion 


Q1.5 


0" . 


';'%% 


s 


1.4 Procurement Health and Safety Lea;lisa:ion 


Ol 4 


!3% 


s:s% 




l.i Procurement L.eylisaiion ( Local < ioverment ee. ITj 


Qi 3 


MS",, 


13% 


s 


Procurement Code of Kitties Document 


QI ,6 


?oc)% 


0% 


X 


1.2 Procurement Policy and Procedure Document 


01.2 


1 1)0" ii 


0% 


,s 


Overall averaged result 




50 % 


50% 














2. Procurement Operational Requirements 




Yes 


No 


Total 


2.1 Procurement Operational Document 


02. 1 


0°,, 


100% 


,S 


2.3 Procurement Efficiency Document 


Q2.3 


0% 


100% 


S 


2.5 Procurement Risks Document 


Q2.5 


0% 


100% 


s 


2.6 Procurement Quality Document 


Q2.6 


0% 


1 00% 




2. 1 1 Procedure for Project Control 


Q2.1 1 


0% 


100%- 




2.7 Procurement Organisation Structure 


Q2.7 


13% 


S8% 




2.4 Procurement Training Document 


Q2.4 


13% 


ss% 




2.8 Procurement Data Flow 


Q2.S 


25% 


75% 




2.9 Procedure for Schedule Maintenance / Procurement 


Q2.9 


33% 


67% 


6 


2. 1 Procedure for Unscheduled Maintenance / Procurement 


Q2.10 


33% 


67% 


6 


2,2 Procurement Control Document 


Q2.2 


50% 


50% 


8 


Overall averaged result 




15%, 


85%) 














3. Procurement Spend Classification 




Yes 


No 


Total 


3.1 Commodity / Material Type Determination 


Q3.1 


0% 


100% 


,s 


3.2 Spend Volume / Value Determination 


Q3,2 


0% 


1 00% 




3.3 Supplier Type Determination 


Q3,3 


0% 


100% 


s 


3.4 Payment Agreement -'Term/' Type Determination 


Q3.4 


0% 


1 00" ■> 


8 


3.7 Market Analysis 


Q.1.7 


0% 


1 00% 


S 


3.5 Supplier Pricing Structure 


03.5 


13% 


lsS.% 


8 


3.0 Supplier Contract / AgreementType 


Q3.6 


3S% 


63% 


8 


Overall averaged result 




— ' -fJ ■ 

i / 1 J 


93%, 





, Procurement Supplier Base De\ elopmenf 




Yes 


No 


latitl 


4 5 Supplier Supply Chain Management 


Q4 5 


(y „ 


i 0<r% 


8 


4.2 Supplier Quality System 


Q4.2 




nn% 


s 


4 4 Supplier Inlet-ration 


Q4 -4 




N\" , 




4 h Supplier Transaction Vtfritk.ilion 


O-i.6 






X 


4 * Supplier rra»<:n'ik'>:i Si3n<!.irdii.iti<i!i 


(14 ^ 


^ S 






4. ! Supplier Base Selection 


(}.; : 


N.S'.: 




S 


•i > Supplier l::;va::c;nen! Procedure Deim;!:> 'ii 


1)4 N 


'<> ' 1 , . 






■\:< Supplier Sourcmc Procedure Defined 


Q.J 4 


\> ' 




s 


4." Stipn'ier SpeciMcattoiv: for seiec.ioti 


04 " 






s 



Overall a\ traced n-sult 



49%, 51 
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5. Procurement Knowledge I)e\ fiojjinciit 




Yes 


No 


Total 


5.2 llequisiti oners 


05.2 


0%, 


iOu% 


7 


5. 1 Lnvironmeiuai 


H5.H> 


i 3" o 


ss%> 


S 


5.7 Quahu- 


Q5.7 


!4%, 


86%, 


7 


5.1 Users 


Q5.1 


14%, 


86" <j 


7 


5,9 Wealth and Safety 


05% 


25"., 


75% 


s 


5.3 Approvers 


05.5 


63%., 


38%, 


s 


5.5 Suppliorss 


()5.5 

< 


63".) 


3S%> 


8 


5.(i l uiancc 


05.6 


63",, 


3*% 


s 


5.4 Buyers 


05 4 


7 5%, 


25% 


8 


5,8 Audit 


05 8 


75% 


25% 


8 


Ovefrtll v w p it I't^ult 




40% 


60% 
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Yes 


No 


Total 


1 ' . , , ^..^.iVl.ll.Cl.rtlHiL. 1 J \/ * * 1 V, <^t. 


06.8 


13% 


88% 


H 


6.1 1 Supply Chain Knowledge 


Q6.i 1 


i 7% 


8.1% 


6 
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Q6.7 


3 S% 


63% 


8 


6.6 Commodity / Product / Material Knowledge 


Q6.6 


38% 


63%! 


8 


6. 1 2 Procurement Institute Certified 


Q6.12 


63% 


38% 


8 


6. 1 Planning Knowledge 


Q6.I0 


71% 


29%, 


7 


6.9 Process Knowledge 


Q6.9 


75% 


25% 


8 


6.2 Pricing Structure 


Q6.2 


75% 


25% 


8 


6.3 Negotiations Skill Sets 


Q6.3 


75%, 


25% 


8 


6. 1 3 Sector Knowledge 


Q6.13 


75%> 


25% 


8 


6. ! Contract Knowledge 


Q6.1 


88% 


13% 


8 


6.5 Systems Skill Sets 


Q6.5 


.SS% 


13%. 


S 


6.4 Sourcing / Selection Skill Sets 


Q6.4 


100%, 


0% 


S 


Overall averaged result 




63% 


37%. 





7. Procurement Efficiency Measurements (KPI) 




Yes No 


Total 


7.6 Strategic 


07.6 


0%, 100° .j 


s; 


7.1 Pricing 


0-1 


13% 58%-, 




7.2 Suppliers 


Q7.2 


13%. 88%, 


s 


7.3 17 vpenditure 


o~ • 


15%, 88%, 


s 


7.4 Purchasing 


Q7.4 


!5%> xs%, 


s 


~! 5 Tenders 


0".5 


15% xs".. 


s 


".? Itlee :ronic Procurement 




|,V\, SS% 




%N 




15"., 




7 Pl'OiCC^ 


0%° 


1 I" , SN" 





( )\ erall averaged result 
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Appendix 5 
Procurement Walkthrough 

- Programme of Work 
- Findings & Recommendations 
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Procurement Walkthrough - 
Programme of Work 
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information C,M herin** and l\\;imimUioii 



1 his section of our report presents the draft interim findings and recommendations made 
in relation to the walkthrough tests conducted under Term of Reference 1 , 

This work consisted of a high level review of the systems, controls and procedures in 
place at the Dublin, Limerick and Athlone Divisions in relation to Infrastructure 
Maintenance and SE&T. The table below summarises the areas reviewed at each 
Division which we visited, based on our discussions with Divisional personnel. 



Division Infrastructure Maintenance SE&T 



{ Dublin 
| Limerick 
! Athlone 



Plant and labour 
Plant 



Labour 



Plant and labour 



Plant and labour 



Plant 



In addition we reviewed the New Works Construction Unit (Plant Hire & Contracted 
Labour) and SE&T Telecom Maintenance (Labour) and SE&T New- Works (Plant, 
contracted labour and contracted electrical labour), which are all located in Dublin. 



The objective of our work w as to ensure that tip to date documented procedures were in 
place, which represent good practice and which are being consistently applied within the 
Divisions and between Divisions. In order to achieve this, ue carried out a walkthrough 
of the systems, procedures and controls in place at :he three Di\isions to obtain an 
understanding ol these. We also selected sransacnoi^ m each area abo\ e a: ea>Ji D:\ iston 
to ensure that work earned out had been correct h requisitioned, authorised .a the 
appropriate ie\ei. processed correcth and paid m a :hMv transparent manner. 
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Our work consisted of' the following; 

^ Visited i he three Divisions and discussed die systems, controls and procedures in 

operation, through interview w ith the relevant individuals; 
" Carried out a high level review of the Policy and Procurement Manual and the 

'Plant Hire in the Infrastructure Divisions' document, dated August 2002. 

Considered whether documented policies and procedure existed and whether 

these were suitably drafted, provide for appropriate lev els of segregation of duties 

and that tasks have been appropriately assigned; 

> Carried out a walkthrough of a sample of transactions; 

> Reviewed documentation as part of our walkthroughs, for example the 'Request 
for Plant and Machinery Hire' form, the 'Request for Requisition' form, the 
'Request for Hire of contractor for Signalling & Electrical' form, SAP printouts, 
contractors invoices and supporting limeshects. work dockets to support our draft 
interim findings; 

r Documented our understanding of the procedures in place as a result of our 

walkthrough visits and presented these to the Divisions to confirm the accuracy of 

our understanding of procedures; and 
r Identified issues, both positive areas and areas for improvement as a result of our 

walkthroughs, which were also forwarded to the Divisions in order to confirm the 

accuracy of these issues 

Meetings 

W'e met w ith i he following mdi\ iduajs .i< part of our u alktin-ough te»t-; 

' ( leiica! ' J:;;.,-;,.. 

> Permanent W.-y h>pec:oiv 

> >\ x i Inspectors: 
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Assistant Divisional Engineers; 
s- Di\i.sion;il Engineers; 
'r SEtt T Engineers; and 
r Di\ isional Accountants. 

Appendix 2 sets oui details of the individuals we met with during our walkthroughs. 
Reporting 

Our findings are presented and recommendations are set out below as follows: 

> High-level common findings; 

> Dublin Division findings: 

> Limerick Division findings; 

> Athlone Division findings; 

r New Works Construction Unit findings; 

> SE&T Telecom Maintenance findings; 

> SKA T New Works findings; and 

>• Differences in Divisional procedures. 

Further findings and recommendations may he noted during our lielduork tinder I crms 

of Reference 2 and 4. 

Ackni'^ Sedge 

During - he course of our u alkthroughs. u e met with a number of pemoline 
,:r,ue}i;! for the mannei in which IF snnf faeihuted u<. !or the umc truce . 
and aUo for 'he high level of courtesy, assistance and ■. oopcratio!': .atcs; 
nnuN ilurmji 'he assignment. 

i\i.:C C- oi C 



a' IE. Wo are 
o aiiaMe to as 

:.; to us at an 
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Procurement Walkthrough - 
Findings & Recommendations 



Common High Level Findings to all Three Divisions 
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Hiyh Level findings and recommendations are covered tmder the I'oliowiri" 
headings: 

j Hi- A DING _ _ _ _ P^'l- 

Documented Procedures 4 

Mini-Tendering •"" 

Filing of Documentation ^ 

Documented Procedures 
Finding 

r Detailed procedures followed at the Dublin, Limerick and Athlone Division in 
relation to the following areas for Infrastructure Maintenance and SE&T are not 
currently documented: 

• The request for plant hi re/ labour by the Permanent Way inspector SE&T 
Inspector; 

■ The approval of the request and the .selection of the eonlr.icior: 

• The valuation of the work for the selected contractor: 

• The input of the details into SAP and the creation of a service entry torm. \\ here 
required, .ind 

■ f'he receipt. re\ iew and approval oi the contractor invokes ..iiu! s he leica.NO ul (he 
sci \ tee en in . 

> OtU thsCU»!OtlS tt \\\\ ;j 1 : U HI OCl' ! ' D i \ i S i i 1 IK! ' personnel iiKiiv.ltCU tn.il ihe\ had no: 
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We Jo acknowledge thai a Policy and ProciiremeiH Manual, a SAP Manual and the "Plant 
Hire in iJie Infrastructure Divisions' guide lino exist. However, these documents do not 

adequately set out the operational procedures required to be followed in relation to the 
processes listed above. 

In addition, the findings noted bv us during our walkthrough, reflects the disparity ot 
procedures that are currently in operation within and between the three Divisions 

Recommendation 

L We were informed by a Divisional Accountant that a group has been set up to 
develop documented procedures m the areas set out above. Once the above 
procedures are finalised, these should be circulated to the relevant staff members, 
reviewed on a regular basis and updated as and when required. 

2, 1 his document should also set out die arrangements to be followed should certain 
staff not be available to cany out specific tasks (i.e. during holidays). 

^, Ail proposed procedures should be introduced in the context of the broader 
recommendations on a procurement model contained elsewhere in this Report. 

Mini- rendering 

We met unh the Infrastructure Maintenance Procurement Department to obtain an 
imdc;-s!:uufii-g of the Mini rendering Procedures, which were recent!;, introduced at IP. 
As part ot our work. i ac selected two transactions during our \ !>it io one Division uheie 
mini rendering had been applied. The u ork reviewed related to a rcaucM in ^epiomivr 
eiii" and \o\ ember y.« ! . 
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Our findings in relation to tins area are as lollops: 

r 1 he mini tendering procedures are not currently documented. 

> For one transaction selected, the following issues were noted: 

■ It was not dear who had requested the work as the 'Request for Plant and 
Machinery Hire' form only noted that the request was made by the Permanent 
Way Inspector, Athlonr ' 

• The ADE had requested quotes from 5 potential contractors. From our discussions 
with the Clerical Officer responsible for mini tendering at infrastructure 
Procurement Department, we understand that it is her responsibility to carry out 
this process. 

■ The decision of the ADE is noted on the 'Request for Plant and Machinery Hire' 
form, together with the reason for selecting the contractor in question i.e. based on 
'the cheapest price following request for prices to S companies ■■■ see (iHachal 
paperwork'. Although we acknowledge that 5 quotations had been received, there 
was no analysis of the total price of the work for each contractor. Some 
contractors had quoted hourly rates, some weekly rates and some included 
transport costs. From a review of the quotations received, it v\;is not easy to 
establish the total price from each contractor and hence determine the cheapest 
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Recommendation 

4. Detailed procedures .should be documented in relation to the mini-tendering process. 
Fins should include circumstances where the mini-tendering procedures are required 
10 be followed, together with setting out the roles and responsibilities of both the 
Divisional Offices and 1MSN procurement department in relation to mini-tendering. 
These procedures should be reviewed on a regular basis, updated as and when 
required and circulated to the relevant individual. 

5. The following recommendations are noted; 

■ The "Request for Plant and Machinery Hire* form should be required to be signed 
and dated by the Inspector requesting the work. 

■ A document should be on file to record the total value of the work, based on the 
quotations received from each contractor. This will provide evidence that a bid 
evaluation has taken place. 

• The total value of the work for the selected contractor should be included on the 
'Request for Plant and Machinery Hire' form. This will facilitate the 
reconciliation of the original request to the contractors invoice and .supporting 
timesheets on receipt of same. 

■ Responsibility should be assigned 10 monitor the mini tendering process. This 
should be inchidetl in the documented procedures. Instances should noi arise 
where quotations are sought and received at the Di\ isional <>f!"ke ice!, as we 
understand that this process js required to lie carried out centrally ! o> the Clerical 
Oi fleer at the IMSX procurement department 
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Rling dI' Documentation 

Good practice would .suggest thai all correspondence issued by Divisions should be 
mainiained on file. 

Finding 

> Instances were noted where copies of all correspondence issued by the Divisional 
Office were not maintained on file, as supporting evidence e.g. faxes sent to 
1 n sp ec tor ; c on t ra c to r . 

Recommendation 

6. A copy of ail correspondence issued from Divisions should be maintained on hie, to 
ensure that .sufficient audit evidence exists to support a decision made. 
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Procurement Walkthrough - 
Findings & Recommendations 

Dublin Division Findings 
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Ouhlhi Divisional findings and recommendations in I nf'rastructm c Mai ntona net: arc 
covered under the following headings: 

Heading i'^'t 

Request for Plant Hire and Labour g 

Accuracy of Plant i lire and Labour Requests ^' 

Selection of Contractors ^ 

Approval of Contractors - i- 

Contracfor Invoices and Supporting Documentation .-- !-■> 

Request for Plant Hire and Labour 

The Inspector/requester of work is required to submit she 'Request for Plant and 
Machinery Hire" form to the Dublin Divisional Office in advance of die work 
commencing. 

Finding 

Our walkthroughs indicated thai: 

*■ Incidences were found where !h.is form was not submitted to the Divisional Oitke as 
required > i.e the roque-t w:-.s done by way of telephone call hy Hie Inspector). 

r Older \ersions o; the form had !vci; completed and -^thm-tled h > the Per VA a> 
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carried out or submitted to the Divisional office after the work had actually 
commenced. 

Recommendation 

7. All requests 10 the Dublin Divisional Office should be done by way of a completed 
'Request for Plant and Machinery Hire' form. 

8. All requests should be submitted on the standard form. Different and older \ersions 
of the form should not be m operation and should be withdrawn from use. 

9. This request form should be submitted by the Per Way Inspector on a timely basis. 
We were informed that the Divisional Office would require the request at least three 
working days in advance of the work commencing. Good practice would suggest that 
this form should be completed and received prior to the work commencing. 

Accuracy of Plant Hire and Labour Requests 

The Per Way Inspector-requester is required to input sufficient detail on the 'Request for 
Plant and Machinery Hire' form in order to allow the Clerical Officer to value the work 
required 

l-"uu!iii!> 

.W a iVMilt ofoar \\,dk!hrot!c'h>. vo noted: 

r \\\a.\\kc> here i: - i.Ni!S;tv'ient de-fad was mchtded on '!:;■- request form lor i. v.'ia: i ■ plan! 
requoMs i i.e. der.Mb of die jcr> required etc t. i'hi> can potent:. til" result :n :iie 
< 'lertci! ( 'nicer e^!!'iLii;:':C \ he ;ob jnacctiivstcK and or tnpitttiti-J an uK>m<:ci amount 

re^ ;ev. o ; .. ° m'spar: mi the d-. - ia ; i on t i';e commcm: v - m ■- on. e I- ■ ih-j or: :; ).\ i re que-! 
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In relation to labour requests re\;ewed. the "Request for Plan! and Machinery Hire' 
lonn did not specific the dates the work was commencing This lack of detail does not 
facilitate the reconciliation of the details on the contractor's in\oice to the original 
request. 

Recommendation 

10. The details oil the "Request for Plant and Machinery Hire' form should he 
comprehensively completed bv the Per Way Inspector/requester, specific detail needs 
to be inserted regarding the exact type of plant required to carry out the work and the 
exact dates as to when the work wall be earned out. This supports the requirement of 
the 'Plant Hire in the Infrastructure Divisions' guideline document which states that 
the Per Way Inspector should 'explain the requirement, detailing the cos [''project 
cude. location, description of' work, expected duration of hire, machinery type 
reijuiixxl ' 

Selection of Contractors 

Oil receipt of the 'Request for Plant and Machinery Hire' form, the Clerical Officer in the 
Dublin Divisional Office selects the relevant contractors from the plant hire database and 
estimates the price of the work to he performed (based on the Kites on the database and 

the request recc; \ c.i i. 1'his information is documented and forwarded to the '•. ! ) i . who 
selects a contractor. 
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iickiiowk-Jgo that there was ,i note on file, based on a telephone call between Hie 
Clerical Ofllcer and Inspector, this transaction highlights:- 

■ That the ADE w ;i- not involved m the selection process p rior to the work 
commencing. The . \ i ) b did sign the request form subsequently. 

■ Inadequate planning bv the Division in relation to work to be earned out. 

■ Non compliance with the required procedures. 

In accordance with Section 3.33 of the Policy and Procedure Manna! (Request for 
Quotations), V/ minimum of three quotations /mist be sought for all purchases unless 
otherwise approved by the Procurement Manager' for Infrastructure projects. For the 
sample in question, there was no documented evidence presented to us that the approval 
of the Procurement Manager had been sought and obtained, in the absence of the 3 
required quotes. 



Revom in e filiation 

11. The contractor selection should go through the correct procedure i.e. the Clerical 
Officer should review the plant hire database to select the three lowest contractors, 
which should then be submitted to the ADH for approval and selection. The Per Way 
Inspector should not contact a contractor directly requesting the plant prior to the 
selection process. 

12. Where the Procurement Manager has apprcwed a project where there ;> no 
require: ;iCi':i >o obtain e quoiev a note should be documented on file to ths> effect. 



\pprn\ a! of Contractors 
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f Cert ;i in fl les were reviewed whore there was no documentary o\ idenee ol t!u\ rev. iew 
i.e. ihe 'Request for Plant ami Machinery Hire' form had not been signed by the ADh 
and or an email was not on file to support the decision of die ADH. 

Recommendation 

13. ihe ADH should be required to sign and date die 'Request for Plant and Machinery 
Ibre' form to provide evidence that selection of contractor was approved at the 
appropriate level and on a timely basis (i.e. prior to the Service Entry form being 
generated and the work commencing). Alternatively, a copy of the ADE's approval 
email should be included on file to ensure an adequate audit trail exists in relation to 
the approval of the contractor, 

Contractor Invoices and Supporting Documentation 

Contractor invoices received are required to be supported by appropriate supporting 
documentation (i.e. timesheets or work dockets). 

Finding 

fbe following issues were identified in relation to a sample of invoices reviewed. 

r l ite quain\' of iimesheeis and the !e\e! of information included on 'he unio-hecK 
\ a nod between contractor* from comprehensive det.iti ro \:u)c or no Jetasi. 
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submitted by iho inspector requestor, There w as no rune on file to explain the 
till Terence between the original request ami the invoice received. 

^ The dales ihc work was carried out per the invoice did not always agree to the date 
recorded on the ' Request for Plant and Machinerv Hire' form litnesbeets.. There was 
no note on hie to explain the difference between the original request and the invoice 
received. 

Recommendation 

14. Standard time-sheets should be developed and issued to till contractors. Certain key- 
information should be required to be included on all timesbects 'invoiees submitted by 
contractors to ensure that all information is available to allow a three way check 
between the original request, the invoice and the supporting timesheets/work dockets. 

15. Only invoices that are supported by accurate timeshcets should be approved for 
payment . 

16. Where there are additional requirements after the request has been submitted to the 
Divisional Office, these should be documented and sent to the Divisional Office to 
facilitate the review matching of the invoice to the supporting documentation to the 

original request. W'e understand that additional requirements arc often just phoned in 
b\ an Inspector requester. 

md Machine!; MuV torn; 
•A request ionn and the 



IT Spec) i so dates should he included on the 'Keqtn.-; \oi 
to facilitate the matching of the invoice to the 
supporting tilt iCsheets. 
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1'hc reconuneniiaiions above are inieiuied to faciiiuuo ihc process oi compliance. 
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Dublin Divisional findings, and recommendations in SKAT (Labour Hire) a it 
covered under the lollo\vin>2 headings: 
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Request for Labour 16 

Completeness and Accuracy of Labour Requests 1 ? 

Approval of Contractor ' ' 

Valuation of Work 1 8 

Contractor Invoices and Supporting Documentation 



Request for Labour 



The SE&T Inspector requester of the work is required to submit the 'Request for Hire of 
contractor for Signalling & Lleetncal' form to the Divisional Office in advance or the 
work commencing. 



/■"/// 

Our ivalkthroughs indicated the following: 

f }'•)•> foi'iii 'a. is not ,ih\ ,:\s submitted !^ 'he |.);\ isui^ai o.'iicc on a ;i;;k'!> ba>:s. Ait 
:n«.t.inoc w:?.» noteri w here tbs sv.jta^f f.<nr. h.u! been -iam'uKed 'o the Huhm 
I )\\ j--iO!'!..si tTnoe on 'he <;a\ the work aomaiiv ciiivtwcrwcii. V >>ceotn: inM.u-ee v a^ 
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Ream/twrnlution 

19. In order to t'ollow the required procedures at (he lJ)i\'iiiona! Office. v\e weie informed 
lluu (ho Divisional Office would require the request at least tluve working da\s in 
advance. This timeframe shouki be incorporated into the procedures. 

Completeness and Accuracy ot'Lnboiir Requests 

The SE&T Inspector/requester is required to input sufficient detail on the 'Request ior 
Hire of contractor for Signalling & Electrical' form in order to allow the Clerical Officer 
to value the work required. 

Finding 

> As a result of our walkthroughs, we noted instances where insufficient detail was 
included on the form in relation to the labour requests (.i.e. day or night shifts required 
etc). This can potentially result in the Clerical Officer valuing the job inaccurately 
and inputting an incorrect amount into SAP through the Service Entry system. 

Recominemhition 

20. The details on the Request form .should be accurately included by the SK«fc I 
Inspector requester of the work. Specific detail need:-* to be included icgarding the 

e\act i\pe of labour repaired > i.e. number of .;.uu;er>. number of men. shifts required 
i.e. da> . \v. ghi i .r u eekeiui!. 



\ppnoai of ( Dniracior 



I.vRMfO!) Kim- \w is i rami Heroin ■ wi un 200S 



\ITLM>I\ 5 



Pirn w i; ot <'i)m ini.N ri w. 

l'|Sms(, \ Ul ( MM I. SI) \l li )\v Pl;0< I Kl \| I \ I \\ \l K i Ulii )l < Jl 
lil.lS l)|\ )MI)S S|-;\ I - I Mti >| |< 



Finding 

f Certain files were reviewed where i here was no documentary evidence of this rewew 
and approval by the Signalling Engineer i.e. the request form had not been signed by 
l he Signalling Engineer or an ema i 3 was not on fie to support the decision ot the 
Signalling Engineer (i.e. based on rales, availability and experience). We do 
acknowledge that the Signalling Engineer approves the request when reviewing t ho 
contractor's invoice, but this is subsequent to the work being carried out. We 
understand that the Signalling Engineer's approval in most cases is based on 
discussions with the SE&T Inspector and is not documented at the request stage 

Recommendation 

21. The Signalling Engineer should be required to sign and date the 'Request for Hire 
contractor for Signalling & Electrical' form to provide evidence that the selected 
contractor was approved at the appropriate level and on a timely basis (i.e. prior to the 
Service Entry form being generaied and the work commencing). Alternatively, a copy 
of the Signalling Engineer's approval email should be included on file to ensure an 
adequate audit trail exists 

Valuation of W ork 

f )nce the Signa i! ing Engineer h,:s app: iw ed li.c e racior. fie <:. ! erica! fM'ficer cm urates 
,i pnee lor the work !••> iv pei formet! 



Finding 



i \Rvhihj Kiki: v\s [si i:rim lUl'UKT ■■■ 1 !" .) W! 200M 



U'i'lOtUV 5 



Pirn \u: & ( i >\f n)i \ [ i \l 

(■ iM)l N( .' & Ri:< ( )M\|I.M) \ I H>w I'HOt 1 141 Ml \ I \\ \ I K I HUOl (,H 

Di in i\ Do isio\ sKiS. i - !. \iioi i< 



procedure was not in place m S!...v i Labour where a review in being earned out on a 
number of contractors" rates to ensure that \alue for mono} was considered. I his 
relates to both pre and post the establishment of' the labour database. 

Prior to the development of the labour database, we were informed by the Clerical 
Officer we met. that she based her estimate of the work to be carried out on rates 
included in previous contractors' invoices. 

a There was no analysis presented to us of how the total value for the work to be 
performed had been estimated by the Clerical Officer. A total figure was recorded in 
SAP. No value was recorded on the request form. 

> Occasions were noted where zero values or the incorrect value of the work to be 
performed had been input into SAP. 

R ceo in »t en dutio n 

11. A review should be earned out on a number of contractors" rates to ensure that value 
for money is being considered. Where the lowest contractor is not selected, a note 
should be on file to support the decision of the Signalling Pnginecr. 

2.V The standard rates developed should he usc<i for all job estimations going lorward. 

24. An an a .' > s i >, -monkl he kepi on file *o -oippor: me value of the work to he performed 
i.e. • m. -• \ labour requirements eic. 

25, file approved vah:e of the u ork to be rvriormed should he entered onto SAP 
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Contractor I ti\ niecs ami Supporting Documentation 

Contractor invoices arc required lo he supported hy appropriate supporting 
documentation i i.e timesheets etc i, 

{■'imling 

] he following issues w ere identified in relation to a sample of invoices reviewed. 

> The quality of timesheets and the level of information included on the timesheets 
varied between contractors from comprehensive detail to little or no detail. 

a- The PO Number on one invoice did not agree with the PO number included on the 
Request for Mire of contractor for Signalling & Electrical Work' form. There w as no 
comment on file to suggest that this discrepancy had been highlighted, investigated 
and resolved. 

> The invoice did not always agree to the 'Request for Hire of contractor for Signalling 
& Electrical Work' form. For example, for one transaction .selected, the request was 
for 3 men for 10 davs commencing on 10 April OA The work invoiced commenced 
on Monday !6 April 07. There is no note -'coin men l on file to explain why there was a 
change m the commencement date. 

lo; rmoiher ;rai;s:;C;ion r-elccicd. ihe 'i .•■ c • •' mmmod ; men !m' 4 da\>: 'he imomc 
wis lor " men lor 5 ihyv I here u as r,o ivie on file to explain ihe difference fr- -m the 
u\;aest. 
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*- Insulficient b;iok-up was provided for materials- plant hire used on eertasn jobs. 
Recommendation 

26. Siandard limeshecls sliould be de\ eloped and issued to all contractors. Certain key 
information should be required lo be inserted on all timesheets woi k docket received 
from contractors lo ensure ihai all information is mailable to allow a 3 way cheek 
between the original request, the invoice and the signed timesheets- work dockets. 

27. Where differences are noted between PO numbers on invoices and the request form, 
this should be investigated, followed up and resolved prior to approval and there 
should be evidence of this maintained on file. 

28. Where additional plant materials-labour is required in excess of the original request 
by the Inspector requestor on the Request form, this should be communicated to the 
Dublin Divisional Office by way of email as the additional plant material, labour is 
used onsite. This will help facilitate the Clerical Officer on matching the invoice 
details to the supporting timesheet and other documentation relating to the work 
performed. 

It should be npied thai this control was reecnd\ introduced in New Works ,md should 
be applied to all Di\ isions as it represents good practice. 

29. All iimcsheets sh.uiid be signed h\ a:i iarmvui l.'i reams : epresc; it.u :\ e. Ibis ^ .. 
reqti.remcni for inir.istrKcmrc Maintenance a - per the 'Plant Huv r:t the Irfr-i^rucmre 
D:\ision' guideline, Phis document specificalh -laies ill, it '.'. : /','( ^ - : i , '* 'v /--\.v< :>' 
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Tim i.i good practice and should also apply to SE&T labour timesheeis. In addition. :l 
should be noted thai this control currently operates in New Works. 

30. Van and plant hive should be adequately supported. This detad should he signed on- 
site on completion of the usage of the van and/plant hue and/materials. 

3!. Overall additional care needs to be made to ensure that the invoices received match 
the information coniained on the tiinesheets. 
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Procurement Walkthrough - 
Findings & Recommendations 

Limerick Division Findings 
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Ll.MKRIC'K DIVISION 

I.M'Ram urn rm Maim i;\ a.nci; -~ Plan i mui- 

Limerick Divisional findnii».s and recommendations in Infrastructure Maintenance 
are covered under the following headings: 



I III- A DING JP.AGK ] 

Request lor Plant Hire 23 

Contractor Invoices and Supporting Documentation 24 

Request for Plant Hire 

On receipt of the 'Request for Plant and Machinery Hire' form, the Clerical Officer in the 
Limerick Divisional Office selects the relevant contractors from ihe plant hire database. 
He-she forwards the database printout, together with the request form to the ADE. The 
ADE reviews the contractors based on the rates on the database print out and the details 
on the request form received and selects the appropriate contractor. 

Finding 

As a result of our walkthrough, we noted ihe follow ing: 

r- I were .is no documented c\ aience oi how the AD I: had selected the contractor from 
the dataha>.e printout or ih.it a ; - alue for nionov cvereise had been c ntred out. 

" 'Che request form is am rilled signed bv the ADR hou eier u e undewa-td that there i> 
euiTcniK no. requirement <o d;ne this form to pro\ ide e^ateiu. e th v, the reijueM a a^ 
<\n teued on a ttmei v hasis ; i.e. prior to ;he rv ork ^en ■•; c.urted . -ut ■ v the -cr-- ;ee emrv 
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r 1 lie i invent priced contractor was not selected hv the ADE for one sample selected 

and there was no explanation on tile to support the decision of the ADH i.e. service 
and availability, safetv record and system, machine suitability and maintenance. 

Recommendation 

32. The ADE should clearly document the selection process to demonstrate that a value 
for money exercise has been carried out and on what basis a contractor lias been 
selected 

33. The ADE should be required to sign and date the request form to provide evidence 
that the work was approved at the correct stage, i.e. prior to the Service Entry form 
being generated and; the work commencing. 

34. An explanation should be on tile to support the decision made by the ADE. including 
a note as to why the lowest priced contractor had not been selected i.e. based on 
service and availability, safety record and system, machine suitability and 
maintenance. 

Contractor Invoices ami Supporting Documentation 

Contractor in\oiees received are required to be supported hv appropriate support mc: 
dociimcnt;i;i..<!) i: c. sicned nmeshec; work iJ.vkeis etci. 



Finding 
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r- The level of m formation included on the work docket \aried between contractors. 

from comprehensive detail to hale or no detail 

> The details and the value of the invoice did not always agree to the 'Request tor Plant 
and Machinery Mire' form originally submitted by the Permanent Way 
Inspector/requestor. Examples noted were: 

■ transport costs had been added, which were not included in the original request 

form; 

■ additional shifts were included on the invoice, which were not included in the 
original request form; and 

■ different code types had been included in the invoice as compared to that 
described on the request form. 

There was no explanation on file to support the differences between the original 
request and the amount that was invoiced. 

Revommi'miutioii 

35, Standard timesheets should be developed and issued to all contractors. Key 
information should be required to be included on all liinesheet.'work dockets received 
from contractors 

Mt. AU costs associated v\ith the plant hire including transport should be included m the 
•Request lor Plant and Maehmen Hire' form so as to ensure the correct value is 
ivecrded ;n the service emr. -Astern and input ::vm SAP. AVe were mfonr.c-d thai 
some contractors do not charge transport costs and hence these voa.-. arc ;:i;cr.tiona!ly 
excluded on the original request form >er\ ;cc entry'. 
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request. In addition, consideration should be given to reviewing the database to 
ensure that it is complete and up to date regarding contractor's rates and plant code 
descriptions ). 

38. A note should be on Hie to explain any differences between the original request and 
the Tina) invoice. W here additional requirements for plant, labour material are required 
when the job is being carried out this should be recorded by the Permanent Way 
Inspector/relevant individual and forwarded to the Divisional office. This will 
facilitate the cheeking of the invoice when it is received by the Divisional Office, hi 
addition, there should be evidence that the rates invoiced by Contactors for this 
extended work agree to the rates in the Division's database. 

39. Additional care needs to be taken on reviewing the contractor's invoices to ensure 
that they match to the supporting documentation and to the original request. 
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Limerick Divisional rinding ami iccommeiHialions in NL&T (Labour Hire) arc 
covered inuicr the following headings: 



HC\DIM, '.'.M'. 1 

Request for Labour....- . - 7 

Re\ 'tew of Contractors ■■■■■ 

Selection and Approv al of Contractors . 29 



Valuation of Work 30 

Contractor Invoices and Supporting Documentation 31 

Request for Labour 

The SE&T Inspector, requester is required to input sufficient detail on the Request tor 
Requisition' form in order to allow the Clerical Officer to value the work required. 

Finding 

for our sample selected, we noted: 

^ In.-ianees where i r,sufficicn! demit u.'is included on the 'Reqiiesi for Requisition lorm 
in tvl.it ion to detail of the project and the e\ae: h'vnir requirements i.e. i\pe of ! a hour 
required or .miouni and ';. pv oi mums requi: ed h I his can poicnii.diN ic-mli in iitc 
Clerical ( ) nicer the )oh inaoeiiratoSv and or mpuuiiic a p. tncrrect .'.snotmi :nu< 

S A I' ;hroii;jh the Ser. ice !. : mi" S\ Mem. Wdiii.in.is!>. It Joes n<<; mcditue the cas\ 
v.'iiijiiiiMii) oi the cntnei.Tv im.'ice md -o; pp' ■ l 't in;.' do,. ■: iieiiL:: ion acau'v hie 
-!';:j::i i! icqueO 
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lii relation to pre June .2007 procedures, the request consisted of ;i high level request 
10 set up ihe Purchase Order, together with a weekly request for the drawdown against 
this. Our work highlighted that only the initial request was approved b> ihe Sh&l 
Engineer. The original request reviewed was high level and did not provide sufficient 
detail as to the work required to be carried out and over w hat period. 

R ecom m en da t ion 

40. The details on the "Request for Requisition' form should be accurately included by 
the SE&T Inspector/requester of the work. Specific detail needs to be included 
regarding the exact type of labour required (i.e. no. of gangers, no. of men. shifts 
required i.e. day. night or weekend). All relevant sections of the form should be 
completed by the SE&T Inspector, as required. 

In relation to point b) above, we understand that this procedure no longer exists. 



Review of Contractors 

We were informed that Labour contraciors are selected by the SE&T Inspector and that 
the selection is based on a rotation basis. 



Finding 



As a ivmiI! o) the iranvieuons selected, we noted thai mere was no ^ociirtictmir; 



evidence "o -.import that a value for mon 



itonev exercise was earned out 



■ ! .V 



inspector or me Signalling kngiiieer. lor selecting anu appro\ me me vontr.icior n 
question or i hat the con;;- u tors :o been rotated. Ee one" piece oi work -e\ :e\u- I. ;!u 
request was ior ('Jo.iiijii. j here was no documenta: > ov olen- o on :;:e u- ~a;ppoo ma 
«.jtiot.!tion> h.id bee rt obtained !or thi> <:•■ ork or contractor rate 



[ MiNKOO I : I !i I \SS • I M I HI M Kl.l'CK I .\ T J \M \ m 2(H\S 



M'I'I Mil \ 5 



Pirn ur &, Com im:\n m. 

FlMUM, & R/'i 0\|\|1 \1) \ I IONS- I'Uut I IU M/.\ I \\ \ I K I I MUM OH 
I.IMl'iHK.K ISlON - SKA I I.OiOl R Ml Kit 

selected or on u h;ii grounds the contractor in question had been selected si e. ba>Ot.! 
on .skill experience availability). 

Recommendation 

41. A note should be on tile .supporting the decision made by the Sfc&T Inspector and tlic 
.Signalling Engineer lor selecting and approving a contractor. If" the lowest priced 
contractor has not been selected, a note should be on file to support this decision. 



Selection and Approval of Contractors 

Our discussions indicated that the contractor is selected by the SE&T Inspector and 
approved by the Signalling Engineer. 

Finding 

"r Certain files reviewed post June 2007 revealed that there was no documentary 
evidence on file of this approval at the request stage i.e. the Request form had not 
been signed by the Signalling Engineer prior to the work commencing or an email 
was not on file to support l he decision of the Signalling Engineer. We do 
acknowledge that the Signalling Engineer approves the request when reviewing the 
(.'on factors invoice, but this is subsequent to the work being carried out. We uere 
informed that [he Signalling Engineer's .ipprm.il j> based on discus-mns with the 
Sht I Inspector .md is not documented at die request stage 

Recommendation 
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I'nymcei 's approval omail should be included on file to ensure .111 adequate audit trad 
\ :•■!•. in relation 10 the approval process. 

Valuation oi Work 

The Clerical Officer receives the 'Request for Requisition' form from ihe SE&T 
Inspector, which we understand has been approved by the Signalling Engineer (as there is 
no documentary evidence of this approval, as noted above), [t is the Clerical Officer's 
responsibility to insert the value on the 'Request for Requisition' form. 

Finding 

The following issues were noted in relation to the sample reviewed: 

> l-'or a sample of 3 labour requests reviewed, insufficient detail was included on the 
'Request for Requisition' form bv the S1I&T Inspector to enable the Clerical Officer 
to accurately value the work to be carried out. The forms reviewed did not set out the 
number of men required, the shifts (i.e. day or night work), or the number of days. We 
do acknowledge that in one instance reviewed, the Clerical Officer had hand written 
the exact requirements, based on her subsequent discussions u itlt the relevant SKA:. I 
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work per the original request, it was difficult to explain the difference between the 
original request and the contractors' invoices. 

> Our discussions indicated that pre June 2007 standard rates did not exist for SE&T 
labour. We were in formed that in order to value the w ork. the Clerical Officer on 
occasion, would use rates from previous contractor invoices. On oilier occasions, we 
understand that the contractor submitted a letter to the Division, with their proposed 
rates, which we understand that had been agreed previously with the SE&T Inspector. 

Recommendation 

43. SE&T inspectors should be required to insert sufficient detail on the 'Request for 
Requisition' forms to enable the Clerical Officer to accurately value the work to be 
performed. This should include details of the number of men required, the exact dates 
as to when the work should be carried out. together with the shifts required (i.e. day 
or night shifts). 

44. An analysis should be kept on file to support the value of the work to be performed 
i.e. rates x labour requirements etc. 

In relation to point ct above, we undersiand that post June 20U~ >tamiard rates were 
introduced tor sb >>.: 1" labour. 

( i j n J rac t ( m- invoices and Supporting Docu mentation 

Conirac tor an o tees received ,ttv required so be supported. b> approrn.r.c suppor'nw 
documentation u.e. ttniesheets or work luvketss. 
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l-'indhtx 

I he follow ing issues were identified m relation to a sample of invoices re\ leveed. 

^ 5 he chocking of the timesheei to the invoice is only earned out by the SI-.& I 

Inspector, who requested the work. We understand that the tiinesheets are not checked 
by the Clerical Officer or the Signalling Engineer to the contractor's, invoices. We 
were informed that the .signed timesheeLs were filed with the >Kv. I Inspector. 

> The details and value per the invoices did not always agree to the original 'Request 
for Requisition' form. The differences related to additional van/tools being required, 
which were nor outlined in the original request. In other instances noted, as there was 
a lack of detail on the 'Request for Requisition' form, we were unable to explain the 
differences between the original request and the invoice. 

' Timesheets reviewed did not detail the start'finish times or the hours worked for each 
of the labourers. Therefore, it was not possible to determine how many hours had 
been worked and to agree this with certainty to the contractor's in\ oice. 

> We noted an instance where the work had been carried out week commencing 20 
August 200? for a period of one week. However, at the time of our w alkthroughs 
1.26 27 November 200"). the invoice had not yet been received from the contractor, 
fins mne lag together v. ith regular lack i.fdetail makes proper rec.>nciiiatU<n ds iVicuh. 

Raoiii inrihlalioii 

45. i o ensure adequate segregation ofdm;e> exist, a -.coond 
ii^nkc to the supporting tm^hcets. h •should be noted 
h\ the Clerie.:! Officer .aid the m .mmher ! h\ ;s;oi;. 
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46. Standard iimer>heeis work dockets should he developed and i>Micd to .i!) contractors. 

Consideration should be given io including ccnain key information on the standard 
timcshcet. to ensure that aif information is available io allow a three way eheek 
between the original request, the invoice and the supporting timesheet work dockets. 

47. Where additional labour. materials plant is required in excess of the original request 
by the SE&T Inspeetor.dequesior. this should be communicated to the Divisional 
Office by way of email fax on a timely basis. This will help facilitate t he 3 way match 
of the invoice details to the supporting timesheet to the original request. 

We understand that this control was recently introduced in New Works and should be 
applied to all Divisions as it represents good practice. 

48. Timesheets should detail the start and finish times and/' hours worked for all labourers 
to provide evidence of actual hours worked and invoiced. 

4'). Contractors should be requested to submit invoices within a reasonable timeframe of 
carrying out the work. 

50. In general, no nnoiee should be approved for pavment which is not fully supported to 
the original request and supporting timesheet s work docket. 
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Procurement Walkthrough - 
Findings & Recommendations 

Athlone Division Findings 
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Atlilnne Divisional findings and recummeiulatkms it! Infrastructure Maintena rice 
(Labour Hire) for labour are covered under the following headings: 

[ Hkadi.m, _____ _ f__- (; L- 

Selection of Contractor 34 

Approval of Labour Requests 

Selection of Contractor 



We understand from discussions with the Divisional Accountant and the ADE that the 
contract labour requirement for the Athlone Division for Infrastructure Maintenance was 
put out to lender andj(^was awarded the Contract. 

Finding 

We were informed that the Division follows the procedures set out below tor its 
Infrastructure Maintenance Labour wirhfB^: 

■ The AD!: and she Relaxing Inspector discuss die labour requirement on an ad hoc 

basis in conjunction with the tender document. 

■ The omomyic of the meeting ti.e the labour jvciuircmvmM Ixnxx ecu ihe At.)! .md 
the Re;,i\ Im-peetor is not documented. 
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'r I o r the sample selection, diere ua*. r.o documented e\ idence presented to us to 
suppoii 'he piunnin;: lor the work between the AD I: and Relaying inspector and die 
request to 

Kccommeiuhition 

51. On a weekly basis, ihe ADF. and the Relaying inspector should consider the 
Division's labour requirements on a more formalised basis in accordance with the 
tender document. 

52. Notes should be maintained of the agreed weekly labour requirements based on the 
discussions between the ADE and the Relaying Inspector. 

53. Formal communication should be in place and on die file regarding the weekly 
requests made to Ml A review should be carried out between the original request 
and the lender requirements, the invoice, the supporting timesheets.w 01 k dockets and 
the rates on the database. 



Approval of Labour Requests 

We were informed that the \: )\ and the Relaying inspector conduct discussions 
regarding ihe labour requirement on :"!• ad hoc hards 

/■'in dill i> 

! or our sample selected. 

r I nere w as no document. m:>n '■■■'■■■ i-.lc presented !>> u> m relation t,» t;*e er-o:^:' 1 !' r.:: 
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r- Subsequent to the discussion between the ADh and Relaying Inspector. ;hc;v ua> no 
documentation on file 10 confirm that the request had been formally communicated to 
the contractor, f/gf^ i'hei'efore, it is not possible to compare the amount invoiced by 
the contractor to an original request. We do acknou led»e for the invoice in question, 
that the invoice details did agree to the timesheets. However, good practice would 
suggest that a check should also be done between a request and the amount invoiced 
by the contractor, with an explanation being sought and documented for any 
differences. 

Recommendation 

54. The outcome of the meeting between the ADE and the Relaying Inspector, m relation 
to the plant requirements should be documented and available. 

55. All requests to Wpand other contractors for labour requirements should be in 
writing, either by way of email, fax or a standard form. A cheek should be carried out 
between the contractor's invoice and the original documented request. Any 
differences between these should be explained and a note put on file. 
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Athione Divisional findings and recommendations in f nfrastructure Maintenance & 
SEA T for plant hire are covered under the following; headings: 
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Request for Plant Hire 37 

Approval of Contractors 38 

Valuation of Work 40 

Contractor Invoices and Supporting Documentation 41 



Request for Plant Hire 

The Permanent Way Inspector is required to submit a "Request for Plant and Machinery 
Hire' form to the Athlone Divisional Office in advance of the w ork commencing. 

Finding 

As a result of our walkthrough, instances were noted where: 

f It was difficult to determine who completed and approved the request form as the 
torn] has been typed and the Permanent Way Inspector's and A HP 's signature 'A a> 
not on i he form. In some cases reviev.ed. the APE'> name \\ as type signed on the 
document. 

I'hv request f.-rm had been >tihmuu\! to the Mhione i>i>maf < n'ftcc afe; 
had commenced. I'or evimpie. fie i\\;ue>: recen ed on 'J* Hi: 

■ Regies! i'or Plant and MaJaner. HuC form v. ■> s Li hmmed as ta,- d.u. 

Pace .r ,q' " ^ 
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r All iho required sections ol'ilie 'Request tot Plant and Machinery Hire' form had hoi 
been completed in full. 

Recommendation 

5(>. The Permanent Way Inspector should be required to complete, sign and date the 
'Request for Plant and Machinery line" form. This recommendation should apply 10 
all Divisions. 

57. The date that the 'Request for Plant and Machinery Hire' form was submitted to the 
ADH/Accountant should be included on the form/ the form should be date stamped on 
receipt to the Divisional office. 

58. In addition, the 'Request for Plant and Machinery Hire' form should be submitted by 
the relevant Permanent Way Inspector to the Divisional Office in a timely manner 
(i.e. prior to the work commencing). 

59. All required sectjons of the 'Request for Plant and Machinery Hire' form should be 
completed in full by the relevant individuals. 



Approval of Contrnclors 



On receipt >a the 'Request for Plant and Machmerv I Pre' form. 
\l)f rev icw ihe L on; racer's rales on ihe daiaba^e md acner.nes 
We undei sLmd ihai die A! )h w il! aiu a\* *c!eci and approu 
v on;r.!c;o:'\ deiads .ire tboil recorded or. mo 'Ra:i;ox for i'iam 
to nrt. NiC \ a ii:c o j ; be 'a ork ;•■ ^ .aciifitcd :~\ :!:.• ( ienc.d < Khvvr 
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Finding 

As a result of our walkthrough, wo noted instances where; 

'r The ADt's name was often typed on the request form as confirmation of approval. 

In addition, the date the ADE signed the request form as confirmation of approval 
was not included. As the ADE is not required to date the request form, it is difficult to 
determine if the approval took place prior to the work commencing. 

> There was no documented evidence of how the ADE had selected the contractor from 
the database printout or that a value for money exercise had been carried out. As there 
was a lack of detail on the 'Request for Plant and Machinery Hire' form relating to 
the specific plant required, it was difficult to ascertain if the lowest contractor had 
been selected. In addition, there was no note on tile to explain why the contractor in 
question had been selected (i.e. based on price, service and availability, safety record 
and system, or machine suitability and maintenance. 

lie com m endation 

60. The ADE should be required to sign and date the 'Request for Plant and Machinery 
Hire' form to provide evidence that the selection of a contractor was approved at die 
appropriate !e\el and on a timelv basis (prior io the work commencing }. 
Alternatively, if fins approval is done by way of email, a copy of the email should he 
included on die to ensure an adequate audi; mm c\:-os m relation to lite .ipprov.d of 
the contractor. 

61. i'lie A!)l : shotiU c!c;ir!\ docamem the pnxv» tm.>!\ ed m •ie'crtiumrii; how the \ .iiue 
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explain the rationale lor this i.e. based on the contractors service ami x- athtbiluv . 
safety record and system, tmd'or machine suitability anc! maintenance. 



\ iiluatiun of W ork 

The Clerical Officer in i he Divisional Office calculates the value of" the plant requested 
when the contractor has been selected by the ADE. 

Finding 

As a result of our walkthrough, the following issues were noted: 

> The rates on the plant hire database used to calculate the value of plant requested did 
not always agree to the rates included in the contractor's invoice. 

~r One example was noted where the original request quoted €60 for a piece of plant 
hue. Two invoices were received from the contractor for the plant, one quoting (\''-H> 
and the second invoice quoting P45. There was no note on file to explain: 

* Wire the original quote was different to the invoice rates (OK) and e45): or 

• Why i wo invoices had two different rates lor the same piece of plant. 

r An e-mail was seni h\ 'he Pnvmvmcni Department mi loOctohet 
of uidi\ iduals informing 'hem that the ntcs .>n the database for oiu. 
CMP had not been mpd.ited 'or the revised raies oi \\\\ ."no" 
Department .m.iched a --oparaic euv! spreadsheet, c.^ti.nnmg 'he o> 
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r I hero was no analysis presented 10 lis a> to how iho to ml value of the work so be 
performed had been estimated by the Clerical Oi'liccr. A total iieure had been 
recorded on the 11 Jo . 

Recommendation 

62. A review of the plant hire database .should be undertaken to ensure that the rales on 
the database are current and up to date. A note should be on tile to explain any 
differences between the original request and the amount invoiced. 

63. finch Division should satisfy themselves that the rates included on the invoices 
received from f|0| in the period from July 2007 to October 2007 were correct. 

64. An analysis should be kept on file to support the value of the work to be performed 
i.e. rates x labour requirements. 

Contractor Invoices and Supporting Documentation 

Contractor invoices are required to be supported by appropriate supporting 
documentation (i.e. signed titnesheets or work dockets). 

Findini> 

i lie lollo'A ma i.ssiio were kicmilied m ; ei.it ion - o a sample of races ww sewed. 

r I .he ie\ el oi information meiuded on the v. t trk iU'ckcs> ' aned between contractor^ 
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' I he details, and the \alue of the invoice did not alwavs agree the • Request for Plant 
and Machinery Hire' form originally submitted by the Permanent Way 

Inspector. requestor, Fxamples were noted where: 

■ additional bouts were included on. the request form, which were not included on 
the invoice; 

■ additional hours were included on the invuiee that were not included on. the 
request form {i.e. the job started one day earlier than requested): 

■ different code types had been included in the invoice as compared to that 
described on the request form; 

■ different plant codes, descriptions and prices had been included on the invoice as 
compared to that described on the request form. From a review of the invoice, it 
was unclear if the same plant was supplied as that ordered: 

" transport costs on the request form did not match what was invoiced; and 

■ timesheet/invoice indicated that work commenced prior to the date requested. 

There was no explanation on file to support the changes between the original request and 
the amount that was invoiced. 

1 he details on the original service entrv are amended on SAP in order to agree to the 

contractors' invoices ; 'timesheeis that were approved, if (his is different than the 
origin.:! request. For a number of transactions -wiecled. these amendments had not 
been noted on die original Sep. tee Fnn v form primed out and placed on file. Hits ss a 
hou>ekecping is-mic. in that the com on the mano.d Hie !< incon.sistcm with the 
updated snfornv:!)on on SAP. In other i>?\ i>i«*n> v is red. the amendments are made to 
the Service Fn'to primed out m\ lite, as we undersrmd thai a -eoaid >er. k.e Fran 
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Recommendation 

65. Standard hmesheets should be developed and issued to ail contractors. Consideration 
.should be given to including the certain key information on the standard tmie.sheet. to 
ensure lhat all information is available to allow the 3- way match between the original 
request: the contractor's invoice and the supporting documentation. 

(>6. A review of the database should be undertaken to ensure that it is accurate and up to 
date. All contractors should have an up to date list of plant codes from the Division's 
database. This will facilitate the easy review of the contractor's invoice to the original 
request. 

67. A note should be on file to explain any differences between the original request and 
the final inv oice. Where additional requirements for plant, labour material are required 
w hen the job is being carried out/the original request changes, this should be recorded 
by the Permanent Way Inspector/relevant individual and forwarded to the Divisional 
office. This will facilitate the checking of the invoice, when it is received into the 
Divisional Office. In addition, there should be evidence that the rates used by 
Contactors agree to the Division's database. 

oK. All amendments to the service entry on SAP should be noted on site form, if the 
system will not allow a second service entry form to be primed out. 
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Procurement Walkthrough - 
Findings & Recommendations 

New Works Construction Findings 
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New Works Construction I'nit (Plant Mire & Contracted Labour) findings untl 
recommendations are covered under the following headings: 

j Ul ADIN). 

Documented Procedures 

Approval of Labour Requests 

Contractor Invoices and Supporting Documentation 

Documented Procedures 

We understand from discussions with the Track and Installation Manager and the Plant 
Co-ordinator that the requirement for plant hire ami labour for New Works Construction 
Unit projects goes out to render, with contractors being awarded the tenders on a 
percentage basis. 

finding 

We were informed flint New Works Construction Unit Ibliows the procedures set out 
below lor us plant hire and labour requirements. 

>*■ W.vk!\ ineeimijv lake place between the Track .md InsMlhHton Manager, tho Plant 
Co-ordm.iMr and InspcvSorv to determine the amount of phm hue and labour iw: tared 



Pu.h 

44 

4a 

47 
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> The Plan; Co-ordnutor inputs the details of the plant and labour required and the 
estimated value into SAP based on the excel spreadsheet. 

r The Plant Co-ordinaior e-mails the sen ice entry number together with details ol the 
plain and labour required to i ho contractors. 

r- The work is completed on site and timeshcets delivery dockets are signed by an 
larnrod Firearm representative. 

> The contractor invoices are reviewed in detail and approved by the Plant Co- 
ordinator, the Track and Installation Manager, Construction Unit Manager and the 
Construction Unit Accountant. 

The above procedures followed by New Works Construction Unit are not currently 
documented. 

Recommendation 

69. Good practice would suggest that these procedures should be formally documented 
detailing who should carry out each task, the timeframes involved and what 
documents are required to be maintained etc. 

71). Once tile above procedures are finalised, these should he circulated to the relevant 
siafi' mcmbeiv re\ sewed and updated .is and u hen required 



Approval uf Labour Requests 
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requirements A detailed excel spreadsheet is prepared h\ the i 1 ! a s j : ("o-oidaiator which 
outlines the plant hire and labour required. 

l-'indiitu 

At die lime of our ficldwork. foj- our sample selected' 

> There was no weekly spreadsheet on file presented to us in relation to the discussion 
that had taken place. The absence of this spreadsheet makes it difficult 10 reconcile 
the contractor's invoice received to the original request. 

r There was no documentation on file to confirm that the request had been formally 
communicated to the contractor. Therefore, it is not possible to compare the amount 
invoiced by the contractor to an original request. Good practice would suggest that a 
check should also be done between the original request and the amount invoiced by 
the contractor, with an explanation being sought and documented for any differences. 

Recommendation 

71. The outcome of the meeting between die '['rack and Installation Manager, the Plant 
C.'o-ordinator and Inspectors, in relation to die plant hire and labour requirements 
should be documented and held on file. 

72. All requests to contractors for plant lure and labour requirement?, should be ui 
W!!i!!tg. «.-:t!vr ; \v \\.;\ of cm.s,!. fax or a - ;,;;u! no form. A check •>;'.> «ukS be carried out 
between the conuaetor' s :n\oice aid the "nauai JiVUivtcmct! .equesl. Any 
d:ik'rence-- between tlicse should be explained .aid a : ■ pm on i:;e 
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Con (mi tor Invoices not! Supporting Documentation 

dontractor invoices are received by the Plain Co-ordinator and are required to tie 
supported by appropriate supporting documentation (i.e. M^ncd dnes.beeb or work 
dockets ). 

Finding 

For a sample seiceted: 

> The date the timesheets were approved and the role of the individual who had 
approved the timesheets was not detailed, this makes it difficult to determine when 
the timesheets were approved and if they had been approved at the appropriate level. 

The timesheets for labour were very difficult to match back to the contractor's invoice 
as the timesheets did not show' a rate per hour and the invoice only showed subtotals 
for each category of worker for each week. 

'r- For a labour invoice reviewed, while it had been signed by the Plant Co-ordinator as 
evidence of this review, there was no analysis on the invoice fimesheei or no other 
documentary evidence on file that provided us with assurance that a reconciliation 
had been carried out between the invoice and tnnesheet. 

Rl'Cl)/tU)l<>!!(ilttiotI 

73. I he role of the mdn klual ,ippro\ ins: the timesheets and the due the t;nie>heei"> are 
approved doulJ he noted on ihc iimedcets y. that i: b easy to detem-nte a! what 
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eoniractors io ensure thai all information in available to allow a ihree way check 
between i he original request, i ho invoice ami the supporting timesheets work dockets. 

7?. Tor labour invoices, a summary sheet should be produced by the contractor (similar 
to plant hire in the New Works Construction Unit), mulching the timcsheet hours to 
the invoice total. Alternatively, this analysts could be done and documented by the 
Plant Co-oixiiuator, before he/she signs the invoice as evidence of review and 
matching of the invoice to the timesheets and the original request. 
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Procurement Walkthrough - 
Findings & Recommendations 

SE&T Telecom Maintenance Findings 
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rdecom's .Maintenance (Labour Hire) findings and recommendations are covered 
under the following headings: 



Valuation of Work 

Contractor Invoices and Supporting Documentation 53 

Segregation of Duties..... ?4 

Selection of Contractor 

We understand from discussions with the Telecom Maintenance Engineer that (he 
contract labour requirement for Telecom Maintenance was put out to render and was 
awarded on a percentage basis to W QMHf. %SM 



Selection of Contractor 

Approval of Labour Requests 



49 
51 



Finiihifi 

We were informed that Telecom Maintenance follow :> the steps set out below for its 
( 'oniracied Labour; 
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■ The contractor is selected bv the Telecom Maintenance Engineer on the b;t>is of 
availability to supply staff at the time and also what contractor may have lite 
capacity to fulfil the task in its entirety. .Also contractors are employed based on 
experience of completing tasks. They may already be employed by II.: in 
completing similar tasks. 

" The Telecom Maintenance Engineer creates a service entry on SAP and a service 
entry form is generated. 

* The Telecom Maintenance Engineer/Sttpervisors/relevant individual contacts (he 
contractor by either phone call or e-mail with the labour requirements discussed 
with the Supervisor. 

* The contractor invoices are reviewed in detail and approved by the Telecom 
Accountant and also by the Telecom Maintenance Engineer. 

> For the sample .selected, there was no documented evidence presented to us to support 
the planning for the work between the Telecom Maintenance Engineer and 
Supervisors and the requests to rhe contractor. 

The above procedures followed at by SE&T Telecom Maintenance arc not currently 
documented. 

R e c o/n mend a tiou 

76. Notes should be main mined of the acrced weekly hbom requirement* based on the 
discussions, beiu eon the Telecom Maintenance Engineer and ihc Sis pen isors. 

77. Formal communtcmion ^hoi.'d be in pl.ice and on :!v fie regarding the -\<.vk!\ 
requests made to contractors. \ review should he curtcd out bc:ueen ihe ongnu! 
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78. C/ood practice would suggest th;ti these procedures should bo iorniaNs Oivu-nontod 
detailing u ho .should carry out each task, the timeframes inwheU and what 
documenis are required to be maintained etc. Once the above procedures are finalised. 

these should be circulated to the reie\ant staff members, reviewed and updated as and 
w hen required. 

Approval of Labour Requests 

The Supervisors and Telecom Maintenance Engineer discuss the labour requirements on 
a weekly basis. We understand that up to June 2007 the outcome of these meetings were 
not formally documented. Since June 2007 the Supervisors complete on a weekly basis 
an excel spreadsheet w hich details the labour required. 

Finding 

For our sample selected: 

r There was no documentation on ;l!e presented to us in relation to the discussion (hat 
had taken place. We were informed by the Telecom Maintenance fngmeer that the 
discussion took piaec between ihe Telecom Maintenance Hngmcer and the 
Supervisor*;, bin ihai it is not forma Ik documented. We acknowledge that the sample 
selected was prior to June .2007. 

r 'Mibsccjisem to the discussion ivtu ecu the lelecom Maintenance i nciacc: .mJ the 
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invoiced by the contractor. \\ ith an explanation being sought and documented tor air-, 
differences. 

Recommendation 

79. The outcome of the meeting between die Telecom Maintenance Engineer and the 
Supervisors, in relation to the labour requirements, should be documented and 
available. 

80. All requests to contractors for labour requirements should be in writing, either by way 

of email, fax or a standard form. A check should be carried out between lire 
contractor's invoice and the original documented request. Any differences between 
these should be explained and a note put on file. 

Valuation of Work 

We were informed by the Telecom Maintenance Engineer that he creates a service entry 
form on SAP for the work requested, which includes an estimated value of the work to be 

performed. 

We understand thai since SAP has been modified in .bine 200" to include rates per labour 
:>pe. the Supervisors complete on a weekly basis an excel schedule u hich oti:laie> their 
labour rcvjiiiiemcn: for the w eek yoine for'. 1 , a rd .md die rate per labour i cu m red 
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There was no analysis presented 10 u> of the estimated Mtal \altic for the work to be 
performed. We acknow ledge that the sample selected w a* prior to the introduction ot the 
S.A P configuration. 

Recommendation 

81. Ad analysis of the estimated value of the w ork to be performed should be kept on hie 
to support the value of the work to be performed i.e. rates x labour requirements. 

Contractor Invoices and Supporting Documentation 

Contractor invoices are required to be supported by appropriate documentation (i.e. 
signed limesheets or work dockets). 

Finding 

The following issues were identified in relation to a sample of invoices reviewed: 

r As an original request form is not completed it rs not possible ;o reconcile the 
contractors invoice to an original request, in addition, for the sample selected, the 
details entered onto SAP did noi agree 10 the iiwoice limesheets. tioi.nl practice 
wouid suggest thai all invoices should be reconuied to an original request in order to 
ensure tret! goods mvoieeJ were rcijticMeii. 

r- The aet.iik a:ui the \ ahse >a the ;rt\i>ne d:d n.'i a.: roe the >:-:ned tincsi'.eci-.. lor 
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r 1 lie role oft lie individual who has appro\ cd the limesheet.s is not deuiilcd. tins makes 
n difficult to determine if the appropriate individual !tas approved the timesheets. 

Recommend a lio n 

H2, Consideration should be given to the introduction of a formal request form for labour 
similar to that used in infrastructure Maintenance. The original request should be 
compared to the contractors invoice and signed timesheets. 

83. A note should be on file to explain any differences between the signed timesheets and 
the contractors invoice. 

84. The role of the individual approving should be included on the timesheets so that it is 
easv to determine at what level the timesheets have been reviewed 



Segregation of Duties 
Finding 

It is noted from discussions with the Telecom Maintenance Pngineer that he is involved 
iii the following stages of procuring contracted labour for Telecom Maintenance: 

■ Discusses (he labour requirement with the stijvn, ssors: 

■ Selects the contractor to complete the work: 

■ lnput> the requested ! iliour on SAP In w ay of ereaf me .: new >on tee entry form: 

■ Re\ :ca s \hc nr. oiees reeei\ ed h\ oft\\oe,a\ civss check :o me netted 
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fiecotnnw mint ion 

85. Good practice would suggest thai i he ia>ks imolved in the procurement ol contracted 
labour should be segregated between indi\ Uiuals. Consideration should be given to 
involving another individual, at the appropriate level, to carry out some ot the u^b. 
presently being undertaken by the Telecom Maintenance Engineer. 



Jarnrod Kim w\ Pitoa rkmi.vi & In i i.rn m. c on i hoi. In\ i:s ! u, \ i ion 
Pim.\n:& CoNf-io|-N f ni. 



Al>l't:\DI\ 5 



Procurement Walkthrough - 
Findings & RecomiMENDations 

SE&T New Works Findings 
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SE& I \ ) \v Works - Flam hiri: 

SE&Y New Works (Plant Hire) findings and recommendations arc niveri'd under 
(he following headings: 

Heading _ _ P\>.i 

Selection of Contractor ^> 

Valuation of Work '' N 

Approval of Pro- forma Invoice -"^ 

Contractor Invoices and Supporting Documentation $9 



Selection of Contractor 

We understand from discussions with the Construction Manager that the plant hire 
requirement for SE&t New Works went out to tender and that a number of contractors 
were selected per location/per !ine for the provision of plant hire. 

Finding 

We were informed that SE&T New Works follow the procedures set out below for its 
plant hire requirements: 

r- Scheme plans are drawn up for each project being undertaken. 

r- The Construction Manager requests the pkmt hire iroin the ^c:eck\i .vntr.icioi' in 
accordance with I he scheme plans. 
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f I ho contractor issues a pro-forma invoice to the Construction Manager, tor his rc\ic\\ 
and approval. The Construction Manager notes die WBS code 10 winch she work 
relates on (lie pro-forma itnoice. 

>• The Clerical Officer creates a service entry on SAP based on pro-forma invoice coded 

by the Construction Manager and a service entry form is generated. 

> The Clerical Officer issues the service entry number to the contractor via e-mail. 

> The contractor sends a copy invoice and the signed timeslieets to the Construction 
Manager. The invoice and timesheets are reviewed in detail and approved by the 
Project Accountant. 

For the sample selection, there was no documented evidence presented to us to support 
the planning for the work, for example: 

• How the Construction Manager requests the plant hire required from the selected 
contractor. 

■ Whether the actual work performed and invoiced is monitored in accordance with 
the scheme plans and the tender. 

RecDinmcndation 

So. Forma! communication -duadd be m p'ace ,md documented on the hie regarding the 
reque.-as made to contractor^. A vc \ few Mionid he earned mrt : vtween t!ie cn^ma; 
request, 'lie an o tec. die supporting umcdk'CH work dockets and the r.nc» per the 
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87. There should be doeumeniarv evidence i hat consideration has been given to ihc v\ork 
actually performed atul iinouw! to that >ct out in the tender document. u*gcihcr v. uh 
the scheme plans. 

Valuation of Work 

We were informed iliat the Clerical Officer creates a service entry form on SAP for the 
work requested, after the work has been completed and the proforma invoice has been 
received from the contractor. 

Finding 

As a result of our walkthrough, the following issue was noted: 

An estimate of the work to be performed is not calculated prior to the work being 
requested from the contractor. This does not represent good practice and does not 
facilitate the reconciliation of the contractor's invoice to the plant originally requested. 

Recommendation 

88. An estimated value of the work to be performed should be calculated prior to die 
work being requested and an analysis of this calculation >houid be kepi on file to 
support the value of this work i.e. rates v plant requirement, l'hi.s v.ihie should he 
input onto S A P aiui the scr\ ice enir\ c reated prior ut the u ork commencing. 



\ppro\al of Pro-furma Irmu'ce 
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fin ding 

I he following issues were i Jen u tied in relation to a .sample of im< dk'Cs reviewed: 

The pro-l"ornia invoices are sent by the contractor to the Construction Manager. The 

Construction Manager discussed the content of the pro- forma invoice with his Inspector 
by way of telephone conversation as the inspector maintained the signed limesheets at his 
office. We understand that the discussions between the Construction Manager and the 
Inspectors take place on an informal basis and the pro-forma invoice is not physically 
matched to the signed limesheets. 

Following the Construction Manager's review of the pro-forma invoice, the Clerical 
Officer inputs the details onto SAP and creates a service entry form. The details input 
onto SAP are based on the pro-forma invoice, rather than on the original request. 

lie com m en da do n 

89. Signed timesheers received on-site should be sent to the Construction Manager in 
order to facilitate a physical cross check to the pro-forma invoices. 

90, Consideration should be given to creating the service entry form onto SAP prior to 
the plant hire being recjiiesied from the contractor and prior to the work commencing, 
fhe details should be input onto SAP based on un original documented request, rather 
th;m subsequent to the work being caned out. 



Contractor Invoices and Supporting Documentation 
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Finding 

I he following issues were identified in re Union to a sample of invoices re\ ie\\ed: 

r- As an original request form is not completed it was not possible to reconcile the 
contractors" invoice lo an original request. Good practice would suggest that all 
invoices should be reconciled to an original request m order to ensure that yoods 
invoiced were requested. 

> The dare the timeshcets were approved and the role of the individual who had 
approved the timeshcets was not detailed, making it difficult to determine when the 
timesheets were approved and if the appropriate individual has approved them. 

Recom m en da (ion 

9\. Consideration should be given to the introduction of a formal request form for plant 
hire similar to that in other Divisions within the organisation. 

92. The role of the individual approving the timesheets and the date the limesheets are 
approved should be noted on the timesheets so that if is easy to determine at what 
level the timesheets have been reviewed and whether they were approved on site 
when the work was completed. 



i \nMion Knu \s\ Im i kim Ri :pohi -aC.SvM \n\ :di)H 



U'I'l M)i\ ? 



PU1\ A! 1 & ( OM IDIM 1 \S 

I-'indim; & Ui.r ommiad \ i loss- IMs\ Pnou i< i \i r.vr vs m.k i huul on 

.M\t£T N'l-.W \\ OUkS - CoMliM I CO I. UiOl H 



SK& 1 New Works ( on i k \< i i n I.aihm k 

SE&'Y New Works (Contracted Labour) findings and recommendations are covered 
under (he folio wing headings; 

; Hi. \mv, 

S e 1 ect i o n o f Con t rae to r 

Approval of Pro- forma Invoice 

Contractor Invoices and Supporting Documentation 

Selection of Contractor 

We understand from discussions with the Construction Manager that the requirement for 
contracted labour within SE&T New Works was put out to tender and that ^fltf and 
^m^were awarded the contract on a 50:50 basis. 

Finding 

We were informed ihat SE&T New Works follows the procedures set out below for its 
contracted labour requirements: 

■ Scheme plans are drawn up for each protect heim: undertaken. 

■ The ConMt'ticiion Manager requests the labour from the -elected contractor in 
accordance with the scheme plans. 

■ I he work ;s complied and limeshec-'s aio sumed im-shc :\\ tiw end >M each week 
hv an iamrod En-eann membc; '-of si.; IT. 

» l iie v ont ractor ; wiii\ a pro- forma m\oi«.v io ! he ( onMr.icUon Manage* :**>r !'Mn 



P\<;t: 

6 1 

62 

63 
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■ The Clerical Officer receipts the pro-tbrma invoice again^ the Pure ins :>e Order on 
SAP. 

■ The contractors imoice is sent directlv to Accounts Payable. 

For the sample .selected, there was no documented evidence presented to u> to Mipport the 
planning of the w ork, for example: 

> How the Construction Manager requested the labour required from the selected 
contractor; or 

Whether the actual work performed and invoiced is monitored in accordance with the 
scheme plans and the tender. 

Recom in en da (ion 

93. Formal communication should be in place and documented on the file regarding the 
requests made to contractors. A review should be carried out between the original 
request ami the scheme plans, the invoice, the supporting timoheets 'work dockets 
and the rates agreed per the tender prior to an invoice being approved and processed, 

94. There should be documentary evidence that consideration has been given to the work 
acnuily performed and invoiced to that --el out in the tender agreement, together with 
the scheme plans. 



Appnna! of Pro-tbrma I in nice 
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I he loi jo winy, issues ivero identified in relation so a sample ofiiU'ikes reviewed: 

The Construction Manager tliscus-scs ihe consent of the invoice v. ith Ins Inspector. 1 he 
Inspector has maintained the signed hmesheets on-site, We understand that the 
discussions between ihe Construction Manager and the inspectors take place on an 
informal basis and the prodbrma invoice is not physically matched to ihe signed 
time-sheets. 

Recommetuitttion 

95. All timesbeets received on-site should be sent to the Construction Manager in order to 
facilitate a physical cross check of pro- forma invoices to signed timesheets. 

Contractor Invoices and Supporting Documentation 

Contractor invoices were previously received bv the Construction Manager and were 
required to be supported by appropriate documentation (i.e. signed timesheets or work 
dockets]. 

We understand from onr discussions with she Conduction Manager that currently the 
pro- forma invoice is being receipted on SAP b\ <hc (. (erica I Ofileer .;;u; the contractor's 
invoice is Heine vent directlv to Accoimi-. P:i\.iMe. 
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' As an original request form is not completed it i.s no! possible to reconcile Hie 
contractor's invoice to an original request. Good practice would suggest that all 
invoices should be reconciled to the original request m order to ensure that eoninieted 
labour invoiced was what was originally requested. 

r I he pro-fonna invoice and the invoice did not agree to the signed tiinesheets provided 
e.g. the pro-fonna invoice and the invoice included an extra hour of labour and 6 
hours for a transit van, which were not on the timeshect. An explanation of this 
difference was not documented on file. 

'r- The date the rimesheets are approved and the role of the individual who has approved 
the tiinesheets is not detailed, making it difficult to determine when the tiinesheets 
were approv ed and if the appropriate individual has approved them. 

Recommendation 

96. Consideration should be given to the introduction of a formal request form for labour 
similar to that used in Infrastructure Maintenance. 

97. A note should he on file to explain any differences between the pro- forma 
invoice invoice and timesheet. Where additional requirements arise after the initial 
request lias been submitted, evidence of this should be documented b\ the 
( onstruei ion Manager to lacilnate ihe review m.-iiching of the invoice, pro-fonna 
invoice, umcsheets and original requesi. 



l J8. J he role of the iiuin idusd approvinc Hie t;meshec.> and the date :he ii meshed > are 
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SKAT Now Works findings and recommendations (Contracted Ekct rioil Labour) 
urc covered under (he following headings: 



ill \mv, 1' 



Selection of a Coniractor ( ■ '"' 

Valuation of Work !) ~ 



Selection of a Contractor 

We understand from discussions with the Construction Manager that the requirement for 
contracted electrical labour within SE&T New Works went out to tender and that WKtt 
Jwas awarded the contract, 

Finding 

We were informed that SF.&T New Works follow the procedures set out below for its 
contracted electrical labour requirements: 



The Construction Manager discusses the pro joe is and the labour required www h.K 
Inspectors. 

flic CoiiMrucnon Manager requesis the labour from (MHflHMI in accordance 
v. lib the discussions w ;;!; b i spec : orv 
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■ ( he Construction Manager reviews the spreadsheet and cross checks \\\c Ucuv.U to 
ihc supporting iimesheets. 

■ I he Construction Mnnaiter inputs the details of hours worked per the spreadsheet, 
per project onto SAP and creates a service entry. A sen. ice entry form and 
number is then generated. 

■ Die Construction Manager issues the service entry number to the contractor. 

" The contractor's invoices are received and reviewed in detail and approved by the 
Project Accountant and the Construction Manager. 

For the sample selection, there was no documented evidence presented to us to support: 
> The planning for the labour requirements. 



> How the Construction Manager requested the labour required from 




> Whether the actual work performed and invoiced is monitored in accordance with the 



Recommendation 

99. On a regular basis, the Construction Manager and the Inspectors should consider the 
contracted labour requirements on a more formalised basis. Notes should be 



tender. 



maintained of the .agreed contracted labour requiremen 



ts naseo on me discuss ions 



hem ecu the C onstruehon Manager and the Inspectors. 
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contractors. A re\ :cu should be earned out hetu eer. the * 
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and processed. 
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101. There should be <lueimiein;irv evidence t hat consideration ha> been gi\ cn to the 
work actually performed and imoiced to that set out m the tender agreement. 

Valuation of Work 
Finding 

As a result of our walkthrough, the following issues were noted: 

> An estimate of the work to be performed is not calculated prior to the work being 
requested from the contractor. This does not represent good practise and docs not 
facilitate the reconciliation of the invoice received to the contracted electrical labour 
requested. 

> The service entry form is generated after the work has been completed and is based on 
the spreadsheet details provided by the contractor. 

Recommenda tion 

102. An estimated value of the work lo be performed should be calculated prior to the 
work being requested from the contractor and an anafvsis of this calculation should be 
kepi on file to support ihe \;ilue of the work to be performed i.e. rates \ Libour 
requirements;. 

MM. Tins wmie shomd be input onto S \P and the scr\ see e:s:r\ created pnor u- the 
\\ ork v ommencmu. 



f,\ii\[<0i> V.uu : . \w - Pnori ui-Mi:\! & |vn;n\\i ( (>m koi |sw:sM(,\nON 
Psm\n:& Com im- m i \i 



I /'/'/: \7)/.V 5 



Procurement Walkthrough - 
Findings & Recommendations 

Differences in Divisional Procedures 
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Differences in Division:)! procedures are covered under the following headings: 



IIi-adim; Pack 

Selection of Contractor - JnfrasirLiciLire Maintenance (Plant) ox 

Completion of Forms 69 

Review of contractors Invoice and Supporting Documentation " ! - 



Selcctton of Contractor - Infrastructure Maintenance (Plant) 



Finding 

In the three Divisions visited, different procedures had been followed in relation to 
valuing the work from a :e\ icw of the plant lure database and the selection ot the 
contractor. 

In Dublin, the work is valued by the Clerical Officer, who prepares a summary of the 
total price of the work for the 3 lowest priced contractors. This is then forwarded io the 
A,')!, to review and to select a suitable contractor. The Clerical Officer's summary 
provides evidence that \ ai no for money had been considered and also pro\ides the Al)h 
with ihe total value of the work, prior to his her .-election. 

In Limerick, a prim out ;.s Ltonerated bv the Clerical • >•'::.. : of the rele-. an! c^ntracior- 
rates, hut he she does nut prepare a -mmmnrv t »i ihe iota! nrice of the u ork tor the 3 
low cm eoiiinicinrs. I he prim .mi ;s then lorw.ir.ied :o the Al)L m order :o se'ect a 
cenimcior. ( )nce the contractor ha-- r-een -elected : w the A lob. the v;ih;e i- then compi/vd 
b\ die Clerical ! o:'\ • •- for ihe tran-actsm -eieeteo. there v..;- >■;,'• do. ti m ciiiar- j'occncc 
or, file .is to how die ADii had e e .. ' . : the e ■■;u";cio;' in eeec-Hon o: .ot what Co^ 'hi- 
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In Athlone, ihe ADE or Accountant generates a print out from the database of the suitable 
contractors and their rates. The ADE reviews the printout and selects a contractor but 
Joes noi document that a value for monev analysis has been carried out. Once the 
contractor has been selected by the ADE, die value of the \\ ork to be performed b\ the 
contractor is then computed by the Clerical Officer. 

R ecom m endalion 

104. Consistent procedures should be carried out between the Divisions in relation to 

valuing the work to be performed by the contractor. 

105, There should be documentation on file to support the fact that a value for money 
analysis has been carried out. If the lowest priced contractor has not been selected, a 
note should be on file to support the approval of the contractor i.e. based on price, 
service and availability, safety record and system, and machine suitability and 
maintenance. 

Completion of Forms 
Finding 

Our work highlighted that different forms and different versions of forms, arc being used 
to request both Infrastructure Maintenance and SEAT projects across the Divisions. 1 he 
table overleaf summarises our tliulinus. based on the transactions -.eiccscd. 
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Division 


Infrastructure 


SE&T 




Maintenance 


CONSISTING OF TABLE FORMAT 






THROUGHOUT THE REPORT 



\ Dublin j Plant Hire and Labour: i Labour: 

| Request for Plant and \ Request for Hire of 
' j Machinery Hire form, j contractor for Signaling 

i ! !•:••••. c\ cr. two different | and Electrical Work form 
j versions of this form bad j 

j been noted. J • 

\ '■ i 

j | j 

Limerick J Plant Hire: j Plant HireT i 

| Request for Plant and j Request for Plant and J 
| Machinery Hire form - [ Machinery Hue form i 

I different version to Dublin j I 

i | | 

! ! \ 

! Labour: j Labour: j 

j j ! 

! We understand that there is i Request for Requisition ; 

I i i 

I no labour under j form ; 

I tnfrasu"uemre Maintenance \ \ 



A (hi one 



Plant Hire: ; Plant Hire: 

Request for Plant and : i\e, for Riant and 
Maehmeiv Hire form Maehmerv Hire form 



l.abou r 



I., a bou i" 
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/{a (uiinteinttiiion 

1 06 . A review should be earned init on die forms curreniK bein;.j u*-ed by i ; vki n c ; i i 
Way Inspectors and SE&T Inspectors a; each Di\ imoii. 

107. The required ("onus should be included in the detailed Operational Manual, to be 
compiled. 

108. In addition, a review should be carried out on the form and content of the agreed 
Conns, to ensure that they are adequate, easy to use/complete and provide only and all 
the relevant information. 
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Re\hov of contractors Invoice and Supporti nu Docu mentation 



Finding 



Different proc 


edures are in place in relation 


to checking and appixning contractors' 


invoices. The 


able below presents a summary 


of who performs the check between the 


original reques 


t, the contractor's invoice and the 


supporting timesheets.- work dockets. 


Division 


Infrastructure 


SE&T 




Maintenance 




Dublin 


J Plant Hire and Labour: 


Labour: 




j Clerical Officer 


Clerical Officer and SE&T Inspector 


Limerick 


J Plant Hire: 


Plant Hire & Labour: 




i Clerical Officer and ADE 


Timesheets and invoices are checked 




j 

i ; 


by the SE&T inspector. 




j | 
j 


The original request, the service entry. 




j Labour: j 


the invoice are subsequently checked 




! We understand that there are j 


by the Clerical Officer. (The j 




i [ 
; no labour requirements for j 


fimeshcets are maintained by the | 




' this Division for j 


SL&T Inspector and are not forwarded : 




i Infrastructure Maintenance ; 


to the Clerical Officer). 1 






fhe Signaling Engineer renews the . 






invoice uniy. 


\:hione 


Phmt Hin-: 


Plant Hire: 




C'Lncai <~)fTiccr ant! 


( leneaS ' )'ncer and \cc<u:ri.!nt 




Accountant 






Labour: 


..abou r: 




Accoama-r 


\o S ]'.-. A. f .on!r.i,:.\: iahotir 
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Recommendation 

109, The review and approval of coiuraeior's invoices slwukl be confidently applied 
across all three Divisions, i hi-- >hoiild be included in (he operational procedures 
document, which we understand is currently beiny drafted. 
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Appendix 6 
Management of Stock Review 

- Programme of Work 

- Finding & Recommendations 
Sample Questionnaire & Results 
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Management of Stock - 
Programme of Work 
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I nl'or iiiation Gathering and F,\amination 

This section of our report parents the draft interim findings and I'ecummciKlation* made 
in relation 10 the transaction testing conducted tinder Term of Reference 3. 

This work consisted of the following: 
<- Interviewing staff; 

> Reviewing the Stock Procedures Manual; 

r Transaction testing carried out in Portlaoi.se, Limerick. Athlone and Dublin; and 

> Attendance at Nationwide Stock Count and reviewing stocktaking files in 
Inchieore. 

We also issued questionnaires to 40 staff involved in stock maintenance in lamrod 
Ei rearm to ascertain each individuals understanding of what the Management of Stock 
system should be. 

The table below summarises the areas reviewed at each location which we visired. 



Areas tested > Portlaoise Limerick Alhloiur . ' Dublin " 



Stock Transfers to Portlaoise j\7 j-7 j \f 

m ^ ^ J ^_ i _ _ j . ? 

Slock Transfers from Portlaoise j V J~\f \ v 

Materials Taken Up j \ \ j v' 

Materials ( 'sed : ; v ; I v 

Materials Reclassitied ; \ v - \ v 

Stock tak;n^ ; •,, 



i 




v 
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A detailed review of the to! low ing areas was carried out in January 

r Dismantling of panels, retention of timber sleepers and scrapping of steel: 
Security of line-side stock within Divisions; and 

Inspection of the system in place for ballast which is currently stored in Lisduft. 
Co. Laois. 

Meeting 

We met with the following individuals as part of our walkthrough testing: 

"r Divisional Accountants; 

> Divisional Stock Processors; 

> Materials Manager Infrastructure; 

> Depot Superintendent, Portiaoise; 

> Rail Depot Facilitator, Portiaoise; and 

> Production Manager, Portiaoise. 

Reporting 

Our findings and recommendations are set out below as follows: 

f Portiaoise & Waicrford stock findings 

Line-side stock findings 
r- Stocktaking I indings 

Paw materials 
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Acknowledge 

During i he course of our work, we met with a number of personnel in lite Porilaoise 
Depot, Dublin. Athlone and Limerick Divisions. We are grateful for the manner in which 
larnrod Hireami staff facilitated us, for the time made available to us and also tor the hiyh 
level of courtesy, assistance and cooperation a {'forded to us at all times during the 
assignment. 
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Management of Stock - 
Findings & Recommendations 
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Examination of the management of line-side materials with a particular focus on the 
movement and accounting for stocks into and out of the Portiaoise Sleeper Plant 

The examination of line-side materials was eond acred primarily by direct interview and 
questionnaire supplemented by transaction testing carried out in the Portiaoise Hub and 
the Divisional Offices of Dublin, Limerick and Athlone and line side inspection at 
Wieklow and Lnniscortby. 

Findings and recommendations are covered under the following headings: 



(_HEA DING P act, j 

Portiaoise Stock 5 

A) Movement in - Receipts from Line-side 5 

B) Receipts from Waterford 7 

C) Transfers from Portiaoise to Line-side <S 

D) Security of Stock at Portiaoise S 

Line-side Stock l) 

A) Materials Taken Up 

B) Materials L'sed 1 1 

C) Materials Re-classified 12 

Stock-takes 1 3 

Movement in - Raw Materials i " 

Dismantling of panels, retention of timber sleepers and scrappiiKofCf.ee! L 1 

Security of line-side stock within Divisions 17 

Inspection of the svstem in place for ballast which is euiTenlK stored m lasduit. Co. 

1 .aois IN 

Cues' ionnaire I: - ^C 

C'icsuoiuiairc if .. M 



I \RM(ou Kim: ws Imckim Ki.i>ok i ■ ,"]' : .|\m \m >0i>S 



Puiv w 1: A ( OM'iiJfM i \i 
M \s >.• a mi \ i or si o{ k 

(3is(A A Hi i. o\i\ii:si)\i 1 1 ins 

Pordaoisc Stock 

A) Movement in - Receipts from Line-Mile 

Prom our testing ;md discussions with larnrod rnvann staff the follow ing .cere the main 
issues arising in relation to receipts into the Portlaoise Hub from l.ine-suie. 



Findings 



1 Transactions selected for examination 


Compliant 


NON- v 

Compliant 


j Fully Compliant 


9% 


9 1 % 


| Part A forwarded to sending Divisional Office 


9 1 % 


9% 


| Part B signed by Portlaoise Representative 
j receiving stock 


23% 


77% 


j Details of stock transferred, recorded correctly 


-)"■• 


(i 1 % 


| Material Codes on forms correct & all required 
codes included I 


43% j 

i 

j 


57% 


Quamities correct on forms ' 


35% I 


65% i 



' Current procedure is such that Per Way Inspectors are required to send thou Slock 
Transfer forms to the Divisional offices at the end of each period while the stock can 
he sent to Ponlaoi.se at ihe beginning of the period. The send mil', division cannot 
remove the stock from its divisional .stock until it recedes the transfer form iron; ihe 
Per Way Inspector and the stuck irai-sfcricd cannot be receipted :nto I'onlaone until ti 
is removed iroin stock oi ihe- sccdiae: c:!\isiott. lime \\\\ \\\ ji:'i\Cvviii: the 
paperwork could resuh .n -lock heme returned to ■he ! '> a "t'uo; --e H..h aad ; vi;y: sen; 
o;;; a::.; i n to another d;\ :-;o:; \\ ahum e 1 -. cr 'Vine rcc- roeo cat S \P icceipted in the 
pur'd.ioise Hub. 
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> As outlined in the tabic above ue also found instances of 110 materia! advice receipt 
being sent with stock material coding and quantities on material advice receipt 

incorrectly being recorded. 

v As slated in the table above only 23% of the forms received in Portlaoise were signed 
by a Portlaoise representative. The reason primarily for this is that the majority ot 
slock transferred was incorrectly classified and therefore the Portlaoise Hub cuuld not 
sign off as receiving the materials as set out on the Materials Advice Receipt. 

> Advance notice is not always given to staff in Portlaoise that materials are coming in. 

> These problems are causing significant difficulties for the staff in Portlaoise. The Rail 
Depot Facilitator has designed a template which is used to record the correct SAP 
code and correct quantities transferred into Portlaoise from line-side. The completion 
of the template with what was actually transferred into Portlaoise is a slow and time 
consuming task for the Team Leaders and all concerned. The accurate completion of 
the stock transfer forms would ensure that stock physically coming in would agree to 
the transfer form thus making it a much simpler and more efficient task. 

> When the stock returned to Portlaoise is correctly identified the process of getting the 
inspector to amend what he has filled in on his form can again be a lime consuming 
la-k. 

Recommendations 

1 . 1 ran-fer forms need to be Mibmned to :hc Divisional Office- o-i .1 \\ eekiv Oa-is io 
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Much greater attention to detail needs to be adhered to by Inspectors when completing 
transfer forms. 



3. An independent person with significant stock knowledge should be checking what the 
inspector is sending back prior to it being loaded onto a train. This poison should be 
held accountable for any discrepancies. 



4. Advance notice should always be given as to when materials are being returned. 



5. Introduce pre-printed forms with the most used codes already inserted. 



B) Receipts from Waterford 




supplies rail to larnrod Eireann through Waterford Port. Advance 



notice is given as to when the shipment is due to arrive in Waterford to allow staff from 
Portlaoise to go to Waterford to ensure the delivery docket agrees to what is physically 
received in Waterford. Any discrepancies are handled at this time. Stock is then receipted 
into SAP location X001 which is the Waterford Stock Location using the delivery docket. 
Portlaoise staff carry out the physical transfer of the stock from Waterford to Portlaoise in 
piecemeal stages. 

Finding 

f No formal document exists to document tins transfer even though approximately ft .0 
million of steel has been transferred 'Venn Waterford to Portlaoise since January 2007. 
See Appendix to for an example of the ! \ pe of documentation curremK being n*ed to 
record ihe physical mm^cr of Mock irom Waterford n> Portlaoise. 
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> Cunvmly i his non-standard document is bath: used as ihc source document to record 

the transfer onto the SAP system. The information is also recorded by the Kail Depot 
Facilitator oti an excel sheet. 

Recommendation 

6. While the derails on the paper being used to transfer rail from Waterford to Portiaoise 
may be accurate, we feel it is important that this transfer should be standardised and 
treated in a similar way to any other transfer into Poitlaoise. 

C) Transfers from Portiaoise to Line-side 

To test this area we took a sample of 20 transfer sheets and tested to see if the 
transactions complied with the iamrod Eireann 'Policies and Procedures for the Control 
(>!' Infrastructure Linesiocks '. 

Fin cling 

> All transactions were compliant. 

D) Security of Stock at Portiaoise 

In our questionnaire to members of staff at Portiaoise we enquired as to How many 
entrances there are to the yard at Portiaoise. 

Finding 
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public road, was open ;nui appeared to iia\e no securiiv presence. I'he sue at 
Ponlaoi.se spreads o\ er approximately fbtiy acres. I'he plain is noi protected by 24 

hour >ecunty winch, given the nature and value of the stock, should be reviewed. 
I here are also no security cameras on the premises. 

R e co mm end a tion 

7. A t'ull review of security procedures at Portlaoise depot should be undertaken to 
assess any areas of risk and to confirm the terms of engagement of the security 
company. These terms of engagement should be reviewed to consider the inclusion of 
additional controls by security personnel over the entry and exit of .stock from the 
Depot, 

Line-side Stock 

A) Materials Taken Up 

To test this area we selected a sample of 20 materials covering transactions for each of 
the three Divisions for the years 2006 and 2007. 

Findings 

Per the farnrod Eircann 'Puiicic* and Procedures for the Control of Infrastructure 
Urn-stocks ' ail work must be planned and implemented in consultation with the 
Divisional Engineer. There is no documentary ev idence to suggest this is happening 
and from our questionnaire responses we note ilutt in some cases Inspectors su'ed that 
t hoy make \ he decisions as to what maid m! s arc to he taken tip. 
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chock carried oil! to en-are that what u as expected aeice- u> what was actually taken 

up. We see this as an area of u eakness. 

r Per the Ianirod Lireann 'Polk ies and Procedures for rhe ( 'ontrol of fnfhis-truciurc 
l.ine.stocks' when material taken up forms are issued by the Divisional baigineerN 
office the divisional database is to be updated with the recipients of the forms and the 
database updated again with the details of the Materials Taken Up when forms are 
completed. We found no evidence that such a database exists. 

> This issue was illustrated when a form was reviewed with a note that stated that 'of Iti 
sleepers Hiken up only 4 could be re-used. All others w ould he unfit for re-use.' There 
is no independent person checking and documenting this account. 

> Per the lamrod Hireann 'Policies and Procedures for the Control of Infrastructure 
Lines rocks' the Per Way inspector is to forward all completed Materials Taken Up 
forms on the last Thursday of each period to the Divisional Office. In the meantime 
the materials taken up could have been sent back to Portlaoise without ever being 
recorded as taken up out of the ground in the Per Way. 

Per the Ianirod Hireann 'Policies mul Procedures for rhe Control' of infrastructure 
Lincstocks'. Traffic Light Reports are required to highlight areas onion-compliance 
however these do not seem to be in use. The most recent Traffic Light Report we have 
-eon v. as for November 20t.Kv 

Rcconi me/idtilions: 

•S. -\ppro\ al of u hat t> dining out of :i;e ground needs 
b\ enhcr the ! ) H or Af)l: he tore the materia;- are tak 



eV. tip- 
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l >, The DF. ADF or someone suiiably qua! i lied w ho ;s independent to the Per Way 
Inspector should venfv that what actuallv comes up out of the ground agrees v. it!) 
what was expected to come up and also that any discrepancies arc fully an e.stigated. 

10. A Divisional Database should be set up in order to record the forms, issued and to 
comply with the stated procedures as set out in the Policies and Procedures for the 
Control of Infrastructure Lmestoeks. 

1 1. Materials Taken Dp forms should be sent into the Divisional offices on a weekly basis 
to ensure stock is processed in the most efficient manner. 

1 2. Traffic light reports should be used to highlight areas of non compliance. 

13. In summary, the larnrod Eireann Policies and Procedures for (he Control oj 
Infrastructure Linestocks ' should be enforced. 

13) Materials Used 

We selected 20 Materials Used Forms from each of the three Divisions for the years 2006 
and 2007. 

f'im/inifs 

" Wo have found no documentary evidence to suggest there is an independent check on 
Materials l.\ed Forms to ensure that what was documented by the Per Way Inspector 
as being u-ed was actually used. 

The same imdmg w nh icgard to ihe On i-ional database as -tateJ i:i the Inuimgs for 
the Materia!- l aken I p form.- are also .ippiic.ilile here 
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r M.ucnals Used Forms are oniv .submitted to '.lie Di\ isionai office .ti the end ot UK 
period which docs not allow t**>r c Hie sent slock processing 

Ri'voiiwwittltttions 

14. An independent check should be performed on Materials Used bonus to ensure wii.it 
was slated on 1 he forms as beinu used w as aeluaHv used with appropriate sigii-ott. 

15. Materials Used Forms should be sent into the Divisional oftlccs on a weekly basis to 
ensure stock is processed in the most efficient manner. 

16. A Divisional Database should be set up in order to record the Materials Used Forms 
issued and also to comply with the stated procedures as set out in the lam rod Fireann 

Pn/icies am! Proccilures for she Conirai of Infriistrudmx' Linesiocks '. 

C) Materials Re-classified 

In total we looked at 24 Materials Reclassification forms from the three Divisions as very 
few reclassifications took place in the years considered. 2<)06 and 2007. I -"or example 
only two reclassifications took place in Alhlone Division. 

I'imliii^ 

The stock manual states that authorisation nuisi be obtained from either the Divisional 
Fmjineer or ADF before ,m\ re tassifica!:ons lake place, t )f the "4 ivclnssiriearion 
fornix examined none had any •ovtnamro or Fnemee- ring I )ep! si.imp from 'he Di: or 
\1)F. 



Reciu/nncritliitit/n 
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St"ock-tukos 

VV'c attended the nationwide >Mck -tnko m Porilaotsc on (he 5th November 2007 as we!! as 
meeting the Materials: Infrastructure Manager to review his tiles on previous stock-takes. 
Per Way Locations were visited in January to inspect the condition stock is stored imc 
side. 

Findings 

The slock in Porilaotsc in general is well managed, However we did note that production 
of concrete sleepers was ongoing during (ho stock-lake making it somewhat more 
difficult for the stock counters to perform their jobs. 

> As the Per Way Inspector has access to the SAP system, each Per Way Inspector 
knows what stock he is supposed to have in his Per Wav before the stock counter 
arrives to check the inspectors stock. 

r- Two nationwide counts are performed by (he Per Way Inspectors throughout the year 
and returns are submitted to Inchicore. Again the Per Way Inspectors have access to 
SAP so they are aware in advance what stock they are supposed to haw in their 
location. 

f Only two staff are employed as stock counters to carry out cycle counts m every 
location throughout the country. Per Way Inspectors receive length) notice prior to 
cyclical counts taking place. No random stock counis take place at short nonce 

Oilier (hidings us itii'niifh'ii by reviewing the \taek reports in luehiceti e 
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r Materials taken up out of ihe ground are not ;i!uavs recorded on S ,-\ P. 

.After relaying has taken place the em ofts from the 144m strings of rail are not being 
reclassified from SAP code o^SlO to SAP code 40804 which reva!;-, in the 
misstatement of the valuation of rails. 

r Old, obsolete and scrap material is disposed of before the paperwork is completed by 
(he Per Way Inspector and before paperwork is forwarded to Divisional Offices. 

> Second hand material is reclassified to old but not processed on SAP. 

'r Incidences of line-side stock either not properly stacked, overgrown by grass or 
panjally covered with ballast. 

> Panels recovered from relaying and transferred to Portlaoise before paperwork 
processed on SAP. 

> Line-side stock in certain Per Ways is spread out along the line for miles. This can 
leave it very difficult to secure. While there can be logistical reasons for leasing 
certain stock at particular locations along the line, stock stored in this manner can be 
quite v ulnerable. 

Recomnwmititions 

1S.PW hi e .. ^hiiuki not ha\e access to what recorded on SAP as being m their 
]'V.ii;0;t\ prior to the cycle count carried out by the >;ock counters 

19. (j]\en the value of la mrod hi reai m stock, the :wo nations :de counts should be earned 
out by Independent Lirnrod Lireann staff. \dvh'rv:,d independent sj.dV >hvUtu.i bo 
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deployed for this purpose or at least random check* .should be undertaken b\ 
indepeiuieni staff. 

20. Processing of paperwork on a weekly basis to eliminate issues arising Iron) 
paperwork noi processed when ihe slock count lakes place. 

21.1 ••c of traffic light reports to highlight nun compliance with requirement to submit 
returns. 

22. Whore feasible, line-side slock should be stock piled and .security put in place to 
safeguard the stock. 

23, Additional resources should be provided to the Materials Manager of Infrastructure to 
carry out random stock take counts. These additional resources could also audit 
compliance with all stock procedures both line-side and within the Portlaoi.se depot. 
Alternatively, consideration should be given to allocating this role to existing staff - 
e.g. Divisional stock processors. 

Movement in - Raw Materials 

Sand. Cement and Gravel are the main raw materials used in the production of concrete 
sleepers. 

I : i tiding 

r from testing earned .<m at the p.n-tLu>i>e Huh 
ueighed the u eig i 'ihndge i he lejiicn: .mJ 
their respective depots .mii r h L - dch\ cr\ d.vke 
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been told l!i;H spot checks aie performed on the cement and gr.r e! hov, e\er '« e olid 
not soo any evidence of Mich spot checks. 

RecommoiHlution 

24, All sand, gravel and cement should be weighed on the weighbridge to ensure she 
amount being delivered is correct and ensure that these transactions are not open to 
potential fraudulent behaviour by suppheis 

Dismantling of panels, retention of timber sleepers and scrapping of steel 

Given the extent of the number of panels throughout the divisions and the value of panels 
when they are dismantled into the various components it is important that the dismantling 
process is monitored and accurately recorded in SAP. 

The followitm example illustrates the point: 

A 60ft panel containing approximately 24 sleepers is valued at (-'4 per foot on SAP i.e. 
{-'240 for the panel, a nominal value. When this is dismantled there is approximately ' 
tonne of steel to be disposed of ranging m value from (-100 to (.-150 per tonne depending 
oil market conditions. A sleeper on the open market is potentially worth approximately 
("30. The approximate market v alue of the three tonne of steel and (he 24 sleepers on one 
panel is therefore potentially t: I.I"') 



Rfcomitwndinion 
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26. Considering the potential \akie of the scrap material kepi at line side. A review 
should be undertaken of the quantum and storage locations at line side. 

.Security ofline-side stock within Divisions 

Finding 

To gain first hand experience of how stock is stored in the Divisions we visited the 
Wexford and Wicklow Divisions. 

> In general stock was stored in an orderly fashion in both divisions however in some 
instances, weeds had become overgrown and covered items of stock making it 
difficult to count. In Wexford large quantities of panels are stored throughout the 
division at various locations. These panels are only being stored to be scrapped. Based 
on inspections undertaken by group internal audit however the security of line side 
stock is an issue as stock appears to be stored in vulnerable locations in many other 
Per Way locations. 

> A review of records, such as Advice Receipts, Materials Taken Up Sheets. Materials 
Used Sheets and Materials Reclassification Sheets was undertaken and appeared to be 
in order in these locations. No issues were found with the records inspected. 

Recotn memiution 

27. Panels should be dismantled and scrapped as soon as possible. Following the 
dismantling, she removed sleepers >houid be brought fo one central location to be 
stored securely until then- disposal. 

28. Resources should be put in place to ensure 
earned out effee ti \ eh He tore dKrnamiint! 
what ciiionti t\ id' •deeper* are expee'eu to be 
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should be kept of what weight of steel will be expected to he recovered and capable of 
being sold. The expected amounts in both cases should he compared against the actual 
amount of sleepers and sieel recovered with anv large variances being investigated 

ftillv. 

Inspection of the system in place for ballast which is currently stored in Lisduff, Co. 
Laois. 

As part of our review of ballast, we visned one of the ballast depots for the country 
located at Lisduff, Co. Laois. A weighbridge is currently on-site and is being hired in 
to record the deliveries of ballast. In order to operate effectively, the weighbridge 
needs to be connected to a direct electricity supply to ensure it is calibrated correctly. 
It is understood that each time the electricity is disconnected the weighbridge needs to 
be recalibrated. 

Finding 

s As part of our review, we selected a sample of documents to compare the weight 
recorded by the weighbridge to the weight per the supplier's delivery docket. None of 
the sample selected showed both weights corresponding. The delivery docket was 
always found to be less than what was recorded bv the weighbridge. The reason given 
was that the weigh bridge had not been calibrated correctly. 

There is no electricity on-site in Lisduff a\ adahio to power the weighbridge, histe.it! a 
generator is used to provide eid. ' rii \\ v i):ice the generator is swncked off die direct 
supply oi elect ru sty is broken and she; ewe the v. esgh bridge needs to be recahh.ited 
to wes'Jth correct b. . 
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r- Ballast is s lorcd at approximately !! different site> throughout the country, lo our 
knowledge there .ire onh locations currently with weighbridges .ill->w nig -%t;ift lo 
check the weight of deli\ enes of ballast. 

Recommendation 

2°, Considering the cost associated with the installation and the monthly hire charge, 
consideration should be given to the installation of a direct electricity mhiicc to ensure 
ihe ballast can be weighed accurately. 

30. In order to increase monitoring and control of delivery, a reduction in Ballast Depots 
could be considered going forward. Weighbridges located at each of these sites should 
also be considered in order to effectively record all deliveries. 

31. Suppliers could be requested to supply a print-out from their weighbridge, attached to 
the delivery docket. 

We recognise that solutions to this issue should take account of the cost lie no fit aspects 
and practicality, considering constraints of location and availability of electricity supply. 



I Art N ROD KlUlvWS PROCl lii.Ms-.N I A iMKRSM C'OMROl. I \\ KS IK, ' \ i ION 

Pirn \ n: & < n\i mi.\ n \i. 



•1/7'/. \/)/.\ 6 



Management of Stock - 
Questionnaire Results 
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We issued the questionnaire to ascertain each individuals understanding of the 
management of line-side materials. 

In total we issued 40 Questionnaires of w hich three are still outstanding, i'wo responses 
are outstanding from Per Way Inspectors who have stated that they have sent their 
questionnaires in the post. The remaining questionnaire is outstanding as the Inspector 
has been absent from work. In general, from the feedback to the Questionnaires we 
received, larnrod Hireann staff understand the stock system in accordance with the 
larnrod Eireann 'Policies and Procedures for die Control of Infrastructure Linestocks'. 
There were however some issues raised from responses received. 

The following sample questions and responses included in the questionnaires circulated 
illustrate the understanding larnrod Eireann staff have of the system but also highlight 
certain issues: 

I ) What forms do you send when stock is being transferred from your Per Way'.' 
(Correci Answ er: Materials Advice Receipt ll:/S22/2Ji 
Respondents An swers: 100% Correct 

2) Do you always send a copy of the form to the Divisional Accountant? 
! L 'or re::! :l n.\ u e/\' Suivni; a; end nf / v ; a >.// 
!As\M.:tinil^O.LS,.An>w cr>: 1 oar., Correct 
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3) How do you know what codes to write on the forms'/ 

(Correct Answer: Consul! fine-side Slock- SAP Materials (Axles and Descriptions 
issue) 

Respo ndents Answer s: 1 00% Correct 

4) Who authorises reclassifications? 

/Correct Answ er: Authorisatioi] must be chained from the DE or A!.)!'- or during a 
stock-take hv Stock counter) 

Respondents Answers: 

39% stated the Per Way Inspector Authorises 
53% DE or Stock Counters 
9% no answer 



5) Who decides what materials are to be taken up out of the ground'? 

(Correct Answer: The Divisional Engineer consults with the Chief hngn-cer > 

Respondents Ans wers: 
30% Per Way Inspector 
70% Divisional Engineer 



ii Do \ou haw a cop\ of larnrod f uvann "Policies ami Pr*vctlurcs !<.r ! nc * nnirol ol 
in fruMi'ucmiv ! .inc>tock>"? 
i: ' 0.e ! us a :■ ••• 
Ycs4S' 
No :cv ! , 
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7 J In advance of a stock-take, do you have details of v. hat should be ;n >our location? 
R c sp o n d c n t s A n s u c rs 
Yes 'US 
No -V „ 

8) What security is there over line-side stock? 

R es po n de n t s A n s wc rs : 35% stated that there is no security over their stock, while 
others went further stating their stock is vulnerable. 

°) How many entrances are there to the Portlaoise Hub and how' many are open during 
the day 

Answers of Respondents: 

> 3 entrances, 1 open during the day 

> 2 entrances, I open during the day 

> 1 entrance 

> Don't know 

In summary, it is reasonable to assume from the responses received that the P\\ Is have a 
good understanding of the systems and procedures The issue u> he adoivssed js the 
apparent non-compliance wuh the stated procedures. 
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Ql 1 SI IOWaIRI. I 
Questionnaire I : 

Questionnaire I was sent to Portlaoise Pcpot Senior Management. Di\isiom! Lngtncers 
and Divisional Accountants. All questionnaires >,cnt stated that alt answers treated as 
strictly confidential. 

I Name: 

j _ 

| (1A) Stock Movements into Portlaoise 

["(lAJTRaw Materials 

i 

i ~™ 

I (1) Who currently supplies the following raw materials: sand, cement, gravel and for how long has 
j the said supplier being supplying? 

j (2) Please give reasons for any long term agreements with suppliers of the above raw materials? 
(3) Are all deliveries of raw materials weighed and is the weight checked against the delivery docket? 



(4) How is wastage from production monitored and accounted for? 



(5) How is material usage in production monitored? 

(6) How are (terns in production counted for stock- take purposes? 

i (7) If you feel that the above questions do not address all areas which you feel should be brought to 
' our attention piease give us your comments. 



(lA.ii) Receipts From Line-side 

(1) is the Portlaoise Depot always given advance notice of stock that :s coining into the Depot from 
line-side? 



(2) Is the correct documentation always sent v/;th the stock and r not wKv; are the roa-n errors 
found? 



\3) Is cioa/'Hri'lahon always o--A ry'openy and ' not '.v-'at t h e naa- errors 'oira 1 

[A; How are u ; so Vi pa;a: es ne'.'.'.een ;s ar^a'h' nrcoivca and .'." a: o recorded ci 'he rorra 
dentihed? 
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(6) Whose responsibility is it to undertake reconciliations between the -ecords of the sending & 
receiving divisions 7 



(7) Who actually carries out these reconciliations and how often are they performed? 



! (8) Who are the top three compliant inspectors for sending in the correct documentation and who are 

j the three least compliant inspectors for sending incorrect documentation 7 

I (9) Who is responsible for the unloading of trains/trucks that come into Portlaoise 7 
| (10) What recording procedures are there for unloading "trams/trucks? 

i (11) Could you estimate how much of the transfers received take place at night or at weekends? 

| 

j (12) Do you have any suggestions on how to improve stock transfers into Portlaoise? 



I (13) If you feel that the above questions do not address ail areas which you feel should be brought to 
our attention please give us your comments. 



(lA.iii) Receipts From Waterford 

(1) What are the recording procedures for the receipt of stock from Waterford 7 
J (2) What security is in place in Waterford for larnrod Eireann stock? 
j (3) Is stock counted periodically in Waterford and by whom? 

i 

j (4) If you feel that the above questions do not address all areas which you feei should be brought to 
i our attention please give us your comments. 



| (IB) Movements From Portlaoise 

i 

I " 

; (IB.i) Movements to Line side 

■ (1) Is a fax or emaii always received from PW Inspectors pnor to stock being released from 
Portlaoise 7 
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(lB.ii) Sales 



I (I) What is currently being sold from Portlaoise and from hue side? 

i (2) Is there a predetermined sales price for every item sold, who determines the price and how often 
is this reviewed? 

: 

: (3) Who approves ali sales 7 



(4) Who reviews all sales made if) a period' 



(5) What controls are in place to ensure that all sales made are recorded and are recorded correctly 



(6) If you feel that the above questions do not address all areas which you feei should 
be brought to our attention please give us your comments. 



.(1C) Security of Premises at Portlaoise Sleeper Depot 

(1) How many entrances are there to the Portlaoise Sleeper Depot and how many are open during the 
| working day? 



(2) Who are the key holders of the Depot Gates? 



(3) What are the security guards duties (i.e. does he check cars/vans leaving the depot) and what 
hours does he work? 



(4) Is there 24 hour security on the entire plant? 



(5) Does the hiring of security at Portlaoise go through the procurement process? 



(6) Do you nave any suggestions for improving security at Portlaoise 7 



i ( 7) If you feel that the above questions do not address ail areas which you feei should be brought to j 
j our attention please give us your comments. 

i 2. Line side 



(2.1) Transfers to/from divisions 

(1) Who oeocles on whiit sroc* ;s 'o bo ■.xx-rr-c ;o Pox'^c se .v ;o <:''o:!'e: c: en'-' 

'■'<:) ro neodes rb'e; s:oc* s :■: •eo^etiocj he: Port^o-ie o- /inoj'.e*' b:v so;'-' 

;3; I' \ cm feei thar the- .. .: .... • • o--* ; ;o ar;- : ;, ess e^' c"- : .c-s .v-c , o-.; 'eel shoe'e be nroue n ' re 
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(2,2) Materials taken up 



I (i) Who decides what materials are to be taken up? 

i (2) How are the materials taken up measured and is this reconciled to what was has been already 
: approved? 



3) Who carries out this reconciliation and how are discrepancies followed up? 



(4) What controls are in place to ensure that all materials taken up are properiy accounted for? 



I (5) What "happens when all pre-numbered forms are not returned to the Division office? 
| (6) Who updates the database with the information on the forms? 
(7) What checks are done on the accuracy of the database? 



(8) How is the database reconciled to what is on SAP? 



(9) What follow up procedures are performed when omissions/errors are reported to the Divisional 
Engineer? 

(10) If you feef that the above questions do not address all areas which you feel should be brought to j 
our attention please give us your comments. I 



| (2.3) Materials Used ; 

I (1) Who decides on what materials are to be used? j 



(2) How are materials used quantified and how is this reconciled to what has been approved to be 
used? 



(3) What follow up is done on discrepancies identified? 



(4) What controls are in place to ensure that afi materials used have been accounted for? 



(5) What happens when all pre-numbered forms are not returned to the Division office? 



(6) Who updates the database with the ■riforrnafjon on ti 
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(3) Stock takes 

(i) How much notice is given to PW Inspectors ,n advance of stock tokos? 
; (2) Do pw inspectors have details beforehand of what stock should be in tneir iocatton? 

(3) Is scrap actually counted or is a;i estimate mace of quantity? 

| (4) What controls are in place to ensure that all stock in a particular location is counted? 

; (5) What controls are m place to ensure that items are not double-counted 7 

i _ 

j (6) With regard to the recording of stock by location in the divisions, is all stock recorded by reference 
' to mile post? 

f (7) What checks are done on quantities recorded in SAP? 

\~(8) Who has access to change quantities on SAP and how are changes to stock authorised? 

i What procedures are followed when discrepancies are found between quantities counted and" 

: q uantiti es per SAP 7 

| (9) Who has overall responsibility for ensuring that all discrepancies are adequately f o;!owed up and 
; explained 7 

i ____ 

■ (10) Do you feel that the frequency of stock takes currently undertaken is adequate? 

J" (11) Would it be possible for Bay 5 in Portlaoise to be rearranged so that stock counting could take 
i place easier 7 

For example could 54kg flat bottom steel be stacked in one place and 50kg flat bct.om steel be 
stacked m another part of Bay S? 

(13) Do you have any suggestions for how to improve stocktaking in Portlaoise? 

(14) If you feel that the above questions do not address all areas which you feei should be brought 
to our attention please give us your comments. 



( 4 ) Materials Reclassified 
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reclassification taking place? 

(6) Who has access to reclassify stock on SAP 7 

(7) Who has overall responsibility for monitoring reclassification that has taken piace? 

(8) Do you have any suggestions as to how stock reclassification could be improved? 

(9) if you fee! that the above questions do not address all areas which you feel should be brought to 
our attention please give us your comments. 



i Training 

i 

j (1) To what extent do you use SAP? 

i 

! (2) Would you say you have a good knowledge of SAP? 

j 

j (3) Do you feef you would benefit from more training on SAP? 



J (4) If you feel that the above questions do not address all areas which you feel should be brought to 
j our attention please give us your comments. 
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QUESilOWAlRK II 
Questionnaire H: 

Questionnaire if was sent to Portiaoise Depot Senior Management. oiona! l-auimeers. 
Divisional Accountants and Permanent Way Inspectors. All questionnaires ,>oni stated 
that all answers treated as strictly confidential. 



I Name: 

t 

l 

I (A) Stock Transfers 

(1) Who decides what stock is to be transferred from your division to another division and 
how is this authorised? 



(2) Do you always give advance notice of stock being sent to another division? 

i 

(3) What forms do you send when stock is being transferred? j 

- 1 

(4) Are there any instances where you do not send forms with the stock being transferred? j 

(5) How do you know what codes should be written on the forms? ; 



(6) Do you always send a copy of the form to the Divisional Accountant? 



.(7) Who is responsible for the loading of trains/trucks? j 

] 

(8) Who checks that what is recorded on the forms matches what has physically been sent? j 

(9) Who decides what stock is to be requested from Portiaoise and how ss this authorised? j 

(10) What are the procedures for requesting stock from Portiaoise'? i 

(11) Who checks the delivery docket against what is physically received and hew are i 
discrepancies followed up? 

(12) If you feel that that the above questions oo not address an areas wh>cn vcu fc-ei 
should be brought to our attention, please cjtve us your corimerts. 



(B) Materials Used 
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(4)What controls are in place to ensure that ail materials used have oeen accounted for? ; 



(5) VVho decides and approves what materials are to be taken out of che grojrd? 

(6) Who measures what has been taken out of the ground? 



(7)What reconciliation is done between what has been taken out of the ground and what 
has Deen approved to be taken out 7 



(S)VVhat controls are in place to ensure that ail materials taken out of the ground are 
properly accounted for 7 



(9) If you feel that that the above questions do not address alt areas which you feel should 
be brought to our attention, please give us your comments 



(C) Sales 



(l)What sales are made from your PW? 



(2)Is there a predetermined sales price for every item sold and who determines this price? 



(3)Hovv often are prices reviewed? 



(4)Who approves all sales from your PW? 



(5)Who reviews ail sales from your PW in a period? 



(6) What controls are in place to ensure that all sales made are recorded and recorded 
correctly? 

(7) If you feel that that the above questions do not address aii areas which you feel should 
be brought to our attention, please give us your comments 



(D) Line side Security & Stocktaking 



| (l)What security is there over line side stock? 



(2)How much notice do you get in advance of stock takes? 



(3) In advance of a stock take, do >ou have details of what stock .should re ; n vol/' location' 

(4) Do voz count soap as oa-t of your stock tar' -a' 5 

(5) Hcw do you ensure that ak stock /■ yo ;r 'ocat : on ;s co /' : ec : ' 

;5)Mo'.'. do you ens,/-!:- :rat sroc-; ■■-■> not Gouo:e-/ou''tad c. ;''■:' o '.re sic/-; ta L 0' 
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(8)Do you record quantises of stock in SAP? 



(9}Do you nave access to change quantities :n SAP 7 

(10) What follow-up procedures do you follow when you identify discrepancies between 
what is actually counted and what is recorded on SAP? 



| (ll)Do you feel that the frequency of stock takes currently undertaken is adequate? 
i (12)How do you decide on whether an item is new, second hand or scrap 7 



(13) If you are unsure as to classification what procedures do you follow? 



(14)Who authorises any reclassifications? 



(14) If you fee! that that the above questions do not address all areas which you feel should 
be brought to our attention, please give us your comments 



(E)Training/ Familiarisation 



"1 



(l)To what extent do you use SAP? 



(2) Did you ever receive training in SAP? 



(3)Do you have a good knowledge of SAP? 



(4)Would you feel you would benefit from more training in SAP? 



(5) Do you have a copy of Iarnrdd Eireann "Policies and Procedures for The Control of 
Infrastructure Linestocks" or would you like to receive a copy? 



\ (6) If you feel that that the above questions do not address ail areas which you feel should 
j be brought to our attention, please give us your comments 
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1. BACKGROUND 



This Business Plan has been developed by the management team in the Procurement & 
Materials Department. It seeks to set the agenda and broad targets for the period 2006-2C09 
and to align our objectives with corporate plans and the plans of our train customers. 

2. COMPANY OBJECTIVES 

At a corporate level the focus for the Period 2006-2009 will continue tc be on safety, 
customer services and sound financial performance. Service improvements are planned for all 
services. Such improvements will include; 

modern, safe and clean rolling stock on all routes; 

• implementation of a clock-face timetable with hourly services on primary intercity 
routes and 2- hourly services on others; 

• on-line ticket sales with seat reservations; 

• doubling of the capacity on commuter routes; 

• frequent "turn-up and travel" services on commuter routes 

• reduced journey times 

• higher capacity trains (8 car running on DART etc) 
» modern station facilities with increased parking 

• commuter services in Cork & Limerick 

• real time customer information systems 

• ticket vending machines 

• improved hygiene and cleanliness on trains and in stations 

• improved punctuality & reliability 

A fundamental key corporate objective is to ensure that the company produces a positive 
financial outurn on a consistent basis year on year. Tin's will require a significant reduction in 
the cost base, reshaping the Freight business, increased revenue growth and increased state 
su bvention . 



3. CHANGES IMPACTING ON PROCUREMENT AND MATERIALS 



will fail significantly, In addition the type of rolling stock will change from locomotive hauled 
services towards OMUs for many suburban and Intercity routes. As well as the investment m 
roiling stock there will continue to be significant change to maintenance operations with night 
time working and the opening of a dedicated Intercity Depot at Portia oise in 2007. It is 
expected and assumed that the maintenance strategies adopted for each of the fleets will 
continue to develop towards Line Replacement Units (LRUs). This will impact on what and 
how we purchase and hold in stock. 

On the "Services" side there will also be significant changes during the Hfe of the plan. There 
has been a contraction in the level of freight business over the last two years with the 
withdrawal from the liner business and the pending withdrawal from the Guinness business. 
Following on from the outsourcing of catering services on the Enterprise service it is expected 
that the rest of Intercity routes will also be outsourced. This will reduce the requirements for 
tenders and contracts for goods and services in these areas. 

The introduction of new fleets and additional services along with changes to the maintenance 
operations will require changes to the fuel distribution services provided. 

4. Mission & Vision 

The Procurement & Materials Department's Mission Statement was reviewed and updated in 
Aprif 2006. 

Our Mission 

"We are committed to continually improving our procurement and materials 
services, supporting our customers in achieving their objectives, and 
generating competitive advantage for Jarnrod Eireann." 

Our Vision 

We will pursue our mission relentlessly so that we will continue to be our 
customers first choice in the provision of Procurement and Materials 
Management services as proven by our commitment to World Class 
Procurement, Materials Management and Customer Services practices, 

We aim to achieve thrs by: 

a. Meeting our customers Material and Services requirements in 
partnership with our customers 
Key Indicators 



• 99% accuracy in centra! warehouse 

• Benchmarking of service ievels with comparable organisations and industries 

p. Consistently providing excellent customer relations 
Key Indicators 

• Conduct annual customer satisfact ; on surveys and measure performance 

• Ensure effective two way communications with customers 

• Ensure customers understand our mutual roles and functions is obtaining 
maximum benefit from our services 

• Meeting or exceeding our customers expectations 

c. Exploiting the benefits of modern systems, procedures and processes. 
Key Indicators 

• Use SAP to its full potential 

» Seek accreditation to ISO or similar quality standard 

• Ensure operating procedures are applied consistently and updated when 
required 

• Explore new and emerging technologies and implement proven solutions 

d. Encouraging and facilitating highly motivated staff and good staff 
relations 

Key Indicators 

• Encourage open and frank communications 

• Retention of staff 

• Attract high calibre staff to department 

• Personal development of staff ;s expected and encouraged 

» Encouragement of training and upskillirtg to maintain best practice 
procurement and materials management approach 

• Fair remuneration and rewards systems 

• Address and resolve IR issues in a timely manner 

e. Providing dynamic leadership & organisation in a team-working 
en vironment 
Key Indicators 



• An approachable management team capable of motivating, coaching and 
developing their staff 

f. Ensuring safety is a necessary pre-requisite, governing all activities 
Key Indicators 

• Implementing procedures to ensure compliance with corporate safety 
requirements as they apply to suppliers and contractors 

• Recognising safety as an essential pre-requisite governing all our business 
activities 

• Ensuring a safe working environment and compliance with safety procedures 
and requirements 

g. Delivering competitive financial performance for Iarnrod Eireann 
Key Indicators * 

• Sound competitive commercial contracts 

• Value for money 

• Improved product and services quality/performance 

• Reduced costs 

• Improved stock turnover 

h. Maintaining the highest standards of corporate governance and 
control in all our business activities 

Key Indicators 

• Ensuring implementation of appropriate controls in the procurement to 
payables cycle 

• Ensuring high levels of compliance with company and Eli Procurement 
Procedu res 

• Regular monitoring of compliance with approved processes and procedures 

• Ensuring controls are effective in safeguarding company assets 



Annual Action Rar.s w<'; oe set against this vi^cr and tracked on a regular bs 



Critical Success Factors(for implementing Mission & Vision) 



Internal 

• Management competency and capability. 

• Effective Tearmvorkmg 

« Recruit new/replacement staff with appropriate skills 

• Retention of staff 

• Constructive, creative employee involvement. 

• Persistence with action planning and teamworking processes 
» Effectively managing departmental projects 

• Support from senior management 



EXTERNAL 

Effective and timely support in respect of the following key service support areas: 

• Customers 

• Legal 

• Technical 

• Insurance 

• IT 
. HR 

• Logistics Providers 

• Key Vendors 

• Finance / Accounts Payable 

• Training 



5. PROCUREMENT 



Purchasing Stock Materials 

Approximately 23,000 materials are held in the central warehouse, For moving stock 
materials, tenders are invited on a regular basis and contracts are awarded with, where 
possible, fixed price agreements (typically every 3 years). 

Spares for Rolling Stock Fleet 

Materials and services are purchased to support the maintenance of the rolling stock fleet. 
The fleet vanes considerably by age and vehicle type and includes 
' Locomotives ( 107 in fleet) 

■ Intercity locomotive hauled coaches - 8 different types- varying in age 
from 40 years + for the Cravens to new vehicles such as the 
Enterprise (14 in fleet) 

■ Suburban diesel multiple units (Arrows) (174 in fleet) 
Suburban electric multiple units (Darts) (144 in fleet) 
Freight wagons (1304 in fleet) 

As these vehicles were built to IE's specific requirements, the availability of spare parts 
presents an ongoing challenge particularly in relation to the older vehicles, some of which 
are over 30 years old and have "obsolete parts". In many cases the components are not 
in current production and must be manufactured in small uneconomic production runs. 

We have commenced the process of building strategic relationships with the major rolling 
stock suppliers, giving them early visibility of our material requirements and forecasts 
and putting in place long term arrangements with reduced lead times and improved 
prices. Over the period of the Business Plan we intend to implement strategic supply 
arrangements with all the rolling stock manufacturers and major sub-assembly suppliers. 
This will deliver a more efficient and effective process and provide for improved matenai 
availability 

Other stock materials 



Over the period of the Business Plan it is intended to put in piace framework agreements and 
cai! off contracts for the majority of moving materials. Where possible we will put in place 
agreements with suppliers which will allow us reduce or eliminate the need to hoid stcck, 
while ensuring an adequate supply of materials to meet the day to day requirements of our 
customers, This in some cases may take the form of a "kan-ban" stock replenishment system 
at the pomt of use. 

A key objective is to reduce the number and value of materials stocked. 
Major factors in the reduction of the number of spares held will be; 

1. The extension of the Kitting stategy 

2. Increased use of LRU / Repairobles concept - ie sending out complete units for 
repair/exchange 

3. Framework agreements for direct deliveries of routine workshop consumables. 

4. Elimination of "high street" materials from stock in favour of best practice local 
purchases policy. 

5. Improved use of standardisation of components within and across fleets (in 
conjunction with the Technical Office) 



Purchasing Non Stock Materials 

The Procurement & Materials Department places contracts for a wide range of materials and 
services for the various departments within IE, These include: 

• Road haulage services 

• New rolling stock 

• Replacement road freight vehicles 

• PPE 
. IT 

• Office requirements 

• Catering materials 

• Consultancy services 

• Pmted stationery 

• "\ ' * r ~ ■ t -'- l 

• Security services 



« Uniforms 

• Advertising 

• Contract Cleaning - office 

• Carnage cleaning 

• Capital Projects etc. 

We will continue to put in place long term arrangements with '' industry best" suppliers at 
competitive rates over the life of the Business Plan. These arrangements will maintain the 
dual aim of delivering a high standard of service and best value for money to meet the 
requirements of our internal customers. This we will achieve by involving our customers in 
the procurement process, by valuing their contribution and by benchmarking against best in 
industry. 

Outsourcing 

It is expected that over the next three years, there will be an increased requirement for 
outsourcing elements of work currently carried out within IE. In some cases this will involve 
the increased usage of service exchange units. In other cases it will involve an external 
contractor providing maintenance, repair or other operational services that are currently 
carried out in-house. A policy decision has been made to outsource catering on intercity 
routes and implementation of this policy will be a significant milestone in 2006. 

Where outsourcing occurs we will support out our customers in implementing appropriate 
service level agreements and performance regimes to ensure that the services are 
implemented to the required standard. 

Capital Purchases 

Considerable expertise has been built up over the last 5 years on the acquisition of rolling 
stock., rolling stock refurbishment 3rd the purchase of specialist equipment for the CMf~ 
section. A number of rolling sleek build projects, including the imorchy ™;c:. :! "jr- ; . bui-d, t ne 
■efurbishment of 'he DART vehur'es etc are n progress at present (Apr. I 2QQ6) and these will 
continue to be supported from a commerca! perspective ny tens oepa:'d"'ent. The focus will 
;e to continue to suppo-t the CME m delivering projects on tiro tc rodjjet .anj n 



parts required to maintain any new fleets and on ensuring that the maintenance strategy and 
plan is made available at an early date. The policy and procedures used setting up new 
material's will be reviewed with the CME with a focus on '"strategic" as opposed to 
"consumable" spares. 

In addition, purchases of ticket vending machines and exit validation for the operating 
sections and IT for Group IT & Telecomms have featured in recent years along with 
procurement support for Group Property projects. We win continue to support these capita! 
projects. 

Specific Actions Procurement 

! | Action I Responsibility j Target Date 

| 1 ! Strategic Supplier Agreements in |Tg ; 2007 i 

! ! Place for all A items I i I 




j Services contracts ; 
6 | Outsource catering on Intercity i KS ; 2006 



Routes 



7 ; Continued monitoring and compliance; PM/LG/KS 



With procurement ruies 



6- MRP / PLANNING 



In order to improve the accuracy of the forecast and to ensure that the right materials are 
available to meet the maintenance requirement of the fleets, a structured planning process 
with regular forma! updating needs to be put in place and managed. 

Inventory Control 

A key core activity of the Procurement and Materials Department is the provision of material 
to the CME department to enable overhauls and examinations of rolling stock occur as 
planned. 

Re-ordering material has largely been based on historical usage and, when a change in 
programme takes place, overstocking or shortages can be the result, as the system is slow to 
respond to such changes in need. 

Changing the process of ordering material is essential if we are to continue to improve the 
supply of material in time for the production shops and depot programmes. A forward 
planning process is necessary to eliminate the inherent problems associated with ordering 
material on historic information. 

Planning: 

The essential requirement is to develop and implement planning / forecasting procedure on 
the system to provide a supply of material to workshops and depots in order to reduce re- 
scheduling of production and assist in meeting programmes. The procedure must have the 
facility to enable amendments be made to the workshop and depot programmes and cascade 
the amended material requirements automatically on the system. A 3 /ear rolling 
maintenance planning window is required, updated on a period cr quarterly basis. 



Significant inputs vnii be required mom me CM?: 
process. We w:'l work w-th the newly appointee; 
managers in CME to implement sucn a process. 



Dop a rt m c- c- v. m omer cm c1e\ elon '.' '.vcrkmo 
Mate^als "lanivnq Execi.tve and oilier 



Biils-of-Materials 



In order to move from the present arrangements to a more structured approach it will be 
necessary to produce Bills of Materials (BOM : s) for all maintenance routines, overhauls and 
exams for focomotlves, carnages, radcars and wagons based on safety requirements and 
specifications from the Technical Services section. BOM's for material with 100% usage 
should be linked to the planning procedure to project a 3 year rolling plan for materials. This 
will in turn feed into our purchasing strategy. Updating of BOM's must be carried out 
regularly to enable material be sourced in advance of requirements and procedures will be 
developed, agreed and implemented to effect this during the life of the Plan. 

During 2006 we will work with the CME, the Technical Office, the Works Manager, the 
Materials Planning Executive and the Fleet Managers to agree and implement a structured 
planning process to support the delivery of a more effective materials service to meet the 
fleet maintenance requirements. 

Inventory Levels. 

The use of a structured planning process coupled with the extension of storage locations to 
ail workshops and depots will result in a more consistently high level of material availability, 
while enabling the relative investment in inventory to be reduced. It will also minimise the 
occurrences of overstocking and stockouts with a more balanced safety stock level. 

An effective planning process for material requirements will enable firm contracts / 
agreements for tip to 3 years be placed with suppliers, it wit) lead to reduced lead times, 
increased scheduled deliveries with a fixed 2/3 month view of requirements and provide the 
facility to amend forward requirements based on production changes/output. It will ailcw 
increased use call-off orders and improve the supply of material through longer term 
agreements. 



Shortages 



given priority attention at ail times. An early alert process will be developed to give timley 
warning of potential shortages of these components. 

New Rolling Stock Spares. 

Planning the stock requirements to meet the maintenance requirements of new fleets has a 
significant impact on stock-holding budgets, material availability and future obsolescence 
provision. Revised procedures and guidelines for setting up new parts for new fleets need to 
be developed and implemented. 

A critical examination of all new rolling stock material requirements is necessary to maintain 
Strategic (just-in-case) Stocks at the correct levels. 

The possibility of holding and managing consignment stocks to reduce inventory levels and 
costs for new rolling stock will be considered and implemented where appropriate. This will 
be extended to existing stocks where possible. 

A revised process for agreeing and setting up parts for new fleets will be developed with the 
CME in 2006. 

Fleet Exit Strategy 

During the life of this plan it is envisaged that the Cravens, Mark 2 and possibly some Mark 3 
carnages will be retired from the IE fleet. An agreed exit strategy from a spare parts 
perspective will be agreed with the CME in 2006 with the objective of minimising lE's 
exposure to obsolete materials. The obsolete fleets wUI be disposed of m accordance with the 
CEE Group's Asset Disposal Procedures. 

Obsolesence 



Specific Actions MRP / Planning 



I Action 



Responsibility ; Target Date 



Maintenance strategies available ; LG/PW/CME/PM i 2007 



| for each fleet 



; 2 j New 3 year rolling maintenance j PVV/FR/PM/LG/CME 2007 
1 planning process in place : 



Agreed Stock Holding Budgets in j PM/PW7CME 



! 2007 



| 95% material availability for 

t unplanned items 

I 

9 | Benchmarking of service ieveis 

"To r 



; PW/LG 



PVV 



Develop & agree new part set up ; PM/LG/PW/CME 

Process with CME ; 

J 1 | Agree fleet exit strategy with CME i PW/CME 

j To minimise financial exposure 

12 - Set objective of zero obsolescence ' PW/PM/CME 
: and develop processes to achieve 

fhic 



2008 
T607~" 

Toos" 

"2006"" 





Place for each fleet 






i 4 


Bills of Materials available for all 
Maintenance routines 


PW/CME/LG 


2007 


5 

i 

t 


Extend Storage Locations to ail 
Workshops and Depots 


PW/CME 


2007 


6 


Review of A Class items & 
classifications generally 


PW/LG/CME 


2006 


7 


99% material availability for 
forecasted and critical items 


PW/LG 

j 
i 


2008 



oencnmarK lc approach 



I 15 ; Review obsolescence formula 1 PVV/'PM./CFO/CME : 2006 

! 16 ; Continuous improvement on stock ; PVV j anuaiiy 

I \ turn ratio 



7. WAREHOUSING 
Centra! Stores 

Approximately 23,000+ spare parts are held in the central warehouse with a total stock value 
of £24m, The majority of these are held to support the maintenance and casualty 
requirements of the various rolling stock fleets operated by larnrod Etreann, In 2004 
following the opening of the Drogheda Depot the majority of DMU materials were transferred 
to the site, It is expected that similar arrangements will be put in place for the proposed 
Intercity Railcar Depot in Portlaoise in 2007. 

Approximately 25% of these parts move in a given year with approximately 50% moving 
over a 4 year period. Consequently there is a high level of stock obsolescence. 

Materials are issued to user departments on a daily basis using electronic requisitions. The 
MRP functionality of SAP is used to control stock levels. 

Storage locations 

Considerable levels of stock are held at various locations in CME ot:ts;ae of the centra) 
warehouse. The DMU Depot at Drogheda and the Interoty Depot at Pcrfcaofse are the largest 
of these and these wul be managed on the SAP system m a si.mr'ar manner to the stock hold 
in the central stores with the same ;eve : s of controi. Reporting mii be d^veuoptKi to ensure 
that the same (eve; of management informations : s avatinn'o whether the mater a: s nek; at 
Drogheda, Portiaclse or the central stores in 2006 a pfoeodu-'e '.viii no trmiomentod 
whereby, as a mimmum, mate ■■■;".■! ava'uHtihtv U .mease '"ed ana -eoorte^ i.pon r. the mm rig 
management reports. 



Carriage Shop 
Fairview 
Limerick wagon 
Cork 



A programme of cycle counting by local staff wilt be introduced in 2006 with annual and 
occasional independent checks by Procurement & Materials staff. The frequency of count and 
the subsequent detailed report (with recommendations) will be issued to the CHE by the 
Materials Manager. The accuracy level achieved will be included in the periodic Materials 
Report to the CME. 



The remaining material storage locations will be brought on to the SAP system during 2006 
and 2007 including Running Shed, Heuston Valeting and (if required) Connolly Vaieting. 

It will be necessary to reallocate resources to stock counting to ensure that the cycle 
counting requirements are met and a plan to implement this will be drawn up in 2006. 



Specific Actions Warehouse / Storage Locations 



Action I Responsibility I Target Date 



j All storage locations on SAP; j PW/CME I 2007 

! i ! 

i Running Shed, Heuston, Connolly i ; 



| 2 I Develop & implement cyclecounting! PW/CME/PM ; 2006 
j j policy & process for storage j \ 

' i locations ' ! 



3 \ Allocate additional resource to j PVV/PM j 2006 
: cycle counting ■ 

4 ' : Carry out Bar Coding study \ FR/PW ' 2007 
" 5 "~~ 9 9 % a c c u ra c y " " " P W " r 2 8 



8. FUEL 
Fuel Storage & Distribution . 

Fuel ri-striDu'iOn s currer by career. 

!" }' ( -". i : : n r :> i~ c:, .n; , < . fj ' ^ ."V 1 ' i": J j ■ ■ H 



In 2006 distribution in Dublin from Alexander Road will be outsourced and in 2007 new 
tanker units wiil be provided by the external contractor. 

In order to meet the growing capacity requirements of distribution from Alexander Road it is 
necessary to invest in new filling equipment to increase the filling rate and to improve safety 
by eliminating the need for top loading. A business case for CAPEX to upgrade the equipmen 
will be made in 2006. 

Environmental and regulatory requirements will require additional CAPEX in order to comply 
with the EU Directive on the Control of Major Accident Hazards (SEVESO). And there is a 
requirement to replace the existing office and staff facility at Aiex Rd. 

At this time (April 2006) pilot projects are planned by each of the operating companies to 
consider the use of alternatives to 100% diesel to power their vehicles, it is unclear what 
impact this will have on fuel requirements during the fife of the plan. Developments will be 
closely monitored to ensure that there is a planned approach to the introduction of 
alternatives 

Closer working relationships are required with our customers in relation to the fuel business 
in order to better understand their needs and any pending changes to their projected volume' 
requirements. Regular review meetings will be held with each of the operating companies to 
update them on changes to the services being offered and to keep up to date with their 
changing requirements, We will be seeking a formal forecast of their requirements prior to 
agreeing the fuel budget. 

Specific Actions Fuel 



9. PROCUREMENT PROCESS 



Systems 

We will continue to seek to maximise the business benefits of the SAP system. Th'S will 
involve producing regular and timely reports to assist in the management of the purchasing, 
inventory control, fuel and warehousing functions, in addition assistance wil! be provided to 
remote users in the best use of the system. 

We will continue to evaluate such the use of web based technologies to automate elements of 
the purchasing / payables cycle, We wili further develop and extend the use of SAP 
catalogues to manage routine non-stock materials and services. 

Procedures 

Considerable progress has been made in the fast two years in developing and documenting 
detailed procedures and work instructions in respect of the main processes in the 
department. These need to be updated on an on-going basis. During the life of the plan a 
series of process audits will be carried out to ensure that the procedures are being followed 
and that they reflect our ongoing requirements. 

A key objective here is to obtain ISO certification of our internal procedures within 3 years. 
Process Audits 

A number of process audits were earned out in 2005. "Piese included the rue; process 
nationwide along with a r*v«eiv of Dopcr Orders and a n;nr,^r of Tend;?; < : i The ourpose cf 
the process audits is to identify weakno w.es in "mtrol and ■.i , r-coi i ipl:jrr: ; < ■.■,■:■!■ pr:v;ed,;o::s 
The recommendations and fohow on action r^ans will seek to improve th-;? ccc^s^r-s and 
strengthen the ccn-roi environment. : -Ve .viii exle-d :he scone of mese prrceis audits to 



Benchm arking 



We will continue to benchmark our key performance indicators (KPIs; against best industry 
standards both within the railway world and Outside it. During the life of tin; plan we will, a 
a minimum seek to benchmark the following: 

• Stock turnover 

• Obsolesence provision 

• Stock values by fleet size 

Benchmarking will enable us to identify what the better companies are achieving and what 
the key factors are in producing their results. This will enable us to set challenging but 
realistic targets and work towards achieving them. 

Specific Actions Procurement Process 



j Action | Responsibility 

i 1 \ Support implementation of new j FR/PM/PW 

j j Direct entry fuel process I 

I i ■ 

i 2 ]^udTt^P^'l)TptT^edVres TTr/PM 

I i . | 

} 4 j ISO or similar accreditation | FR 

5 ! Rolling annual process audit plan \ FR 

6 ; Benchmark of ' ~ ~ Tm/VW/FR/LG 

i ; 

i • Stock turns 

* Obsolesence Provision 
' • Stock value by fleet size 



| Target Date 
' 2007 



| 2006 

' bob? 

L 

i 2008 

< Anualiy 

72007""* 



10. PEOPLE 



As of April 2006 there are 41 staff employed full time m the Procurement & Materials 
Department. The focus going forward will be to improve the overall levei of competency and 
to optimise the efficiency of our operations overall. Annual training plans will be developed 
and implemented to ensure that staff are equipped with the skills ard knowledge to carry out 
their work, 

A review of the structure of the department will be carried out in 2006 with a view to better 
meeting the requirements of a changing company. On the Inventory side a teamworking 
initiative will be launched to help deliver a better service to the customer and to improve the 
working environment. We will ensure that our procurement structure continues to meet the 
requirements of our main customers. 

The corporate headcount targets included in the Financial Plans will be adhered to. With the 
opening of the Portlaoise Depot in 2007 there will be a reduction in the requirement for 
warehouse staff in the central stores to look after Intercity requirements. Staff recruited for 
the depot will report to the CME, 



Specific Actions People 

| Action 

1 ; Review training plan to ensure it 
I Meets requirements 

2 | Review Structure of P&M Dept 

3 i Meet corporate headcount targets 

4 ■ Implement team working initiative 
; in Inventory section 

5 ; Ensure staff numbers reflect the 

■ Transfer of stock top Portteoise 

■ Depot 

6 Carry out annual customer 
Satisfaction surveys i action piars 

Review 



r Responsibility I Target Date 

: FR/PM i anuaTly 

i ! 

■ ^ ^ _ _ _ m ^_ 

"j PM~ " "[ 2006 " 

PM I actually 
]TlV r 2006 

'. PM/Pvv ' ' ; 200 7 



F ^st review June 2007. 
END 

June 2006 
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Appendix 8 
Procurement Model Graph 



T(tt;si Consolidated 

Bes! P;acl5ce 



Procui ement Compliance 100% 

Procurement Operotionyi Requirements 80% 

Procurement Spend Classification 80% 

Procurement Suppiicr Base Development 80% 

Procurement Knowledge Development 80% 

Procurement Department Key Skill Sets 100% 

Procurement Efficiency Measurements (KP!) 80% 
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Comparison of Procurement Models 
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Private <£ Co \ n o e nt i a i. 

I MSN PROCUREMENT STEM REVIEW 

Comparison of ci rrcnt IMSN Proct re.ment Model to Recommended best Pr u r ia: 



Current Model 



Best Practice VIodscl 



Mode! 



Mode! 



No clear procurement model in 
operation best described as a mix of 
both Centralised and Decentralised 
Procurement. 



Centre-Led Procurement Model for 
Irish Rail 



Organisation 

Insufficient coordination between 
companies, divisions and business units 
with regard to sourcing of suppliers 

Insufficient leverage of spending across 
companies, divisions and business 
units. 

Procurement reports to Divisional 
Management 

Process 

Standardised procurement process and 
policies does exist within divisions or 
business units. 

Different standard of procurement 
compliance, efficiency and 
effectiveness exist across the business. 

Poor Procurement practices and 
unskilled resources exist within key 
functional areas of orocurement. 



Organisation 

Sourcing of suppliers coordinated 
across companies, divisions, business 
units. 

Spending leveraged across companies, 
divisions, business units. 

Procurement reports to senior supply 
chain executives 

Process 

Standardised procurement process and 
policies across the companies, 
divisions, business units. 

Maintain process compliance, 
efficiency and effectiveness consistency 
across the business. 

Best practices and skilled resources 
shared across sites. 



Knowledge 

N'o knowledge of Procurement s(rateg\ 

or operational plan exists wnlnn ihe 
procurement organisatio n . 



K non led ye 

Procurement strategy mid operational 
kno'A ledge formulated .in6 
communicated to relevant stakeholders. 



P.uie i of 3 
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Pmvsrr. & Com tde.mt a 

i.MSN PfUH'l HEMEVr STL M Ri:\ IF,\\ 

Comparison of ( ■: wRf.% ! 1MSN Pkoct hemes j Model to Recommended best Pu u tice 



Current Modki. 



Best Practice .ViOD^.t. 



Knowledge cont'd 

Procurement skills, product and 
business requirement expertise are 
Sower than what would be expected for 
this size organisation. 



Knowledge cont'd 

Procurement skills, product and 
business requirement expertise 
managed and coordinated across 
businesses and sites. 



Knowledge in the form of established 
business standard procurement reports 
don't exist - SAP knowledge in 
reporting is poor. 

Procurement compliance knowledge 
within the procurement line is weak due 
to no formal training on introduction or 
no continuous skills enhancement 
program in place. 



Knowledge in the form of established 
business standard procurement reports 
being available to provide visibility into 
spending, compliance and performance. 
These reports would be aggregated at 
different levels. 



Technology 

Procurement Technology Strategy does 
not exist 

Procurement program for continuous 
review and utilization of existing in- 
house technologies (SAP) to drive 
efficiencies and visibility of spend does 
not exist. 

Procurement does not embrace 
technology as a resource to assist the 
p roe u re m e n t p roe e s s . 

SAP is eurrentlv underutilized 



Technology 

Procurement Technology Strategy to 
promote "e" BTB supplier and user 
integration. This would allow for the 
elimination of paper from the 
procurement process and the capturing 
of data at source. 

Procurement program for continuous 
review and utilization of existing m- 
house technologies (SAP) to drive 
efficiencies and visibility of spend. 

Technology decisions and deployment 
coordinated across all sues. 



Technologv deployment and H-.age 
coordinated . ; .;r ail si'es 
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I MSN PROCUREMENT SVSTE.M REVIEW 

Comparison or Current I MSN Pko< ; uems m Model to Recommended Best Pi? u tice 



Or rem Model 



Best Prac tice Model 



Performance 



Performance 



No Standard metrics in use which are 
common across the business and which 
are supported centrally 

Cost, compliance, and performance are 
not consistent across the enterprise 



Standard metrics used enterprise-wide, 
but supported centrally 

Metrics and incentives shared by 
procurement, functions and business. 

Cost, compliance, and performance 
consistent across the enterprise 



Procurement monitoring through 
ongoing audit process. 
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Best Practice Procurement Model 

Approach 
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Bf>i Pu u u< i'I'roci ri:mi:m Modi.i. 



Bt:sr Puac I K K l'K( K i Kim in t Modi i Rixdmmi adai iov For 
Ini -ram Rvci i ri; Main n:\ANt i . \i;w Works \nd SI NX: I Bimm ss 

lM IS OK I AKNKOO F IRK ANN 

W ilh pressures such us Ciovernmeni. PU and other legal compliance req-iiremenb. an 
ellicient and best practice model of procurement should be at the forclYoi \\ «>f ianinxl 
hireann's corporate strategy. 

Recent internal and external reviews have identified a weak procurement 
organisational and operational structure within Infrastructure Maintenance, Sli&F and 
New Works. These reviews highlighted the high variation of procurement skill levels 
within key procurement activities and limited reporting capabilities present. 

Having carried out a review of the current procurement process within Infrastructure 
Maintenance, New Works and SE&T, we would recommend a process of evaluation 
of the current procurement model with the objective of designing, implementing and 
maintaining a best practice procurement model. This best practice procurement model 
would insure compliance and achieve efficiencies and effectiveness within the 
procurement process. This improved model would enhance the procurement process 
both within the business and its extended supply-chain. 

Our recommendations are based on our review ol' the current procurement model 
specifically under the area of our review and we recommend th.it the Hoard consider a 
Cv.-nire-l.ed Procurement Modei as an alternative procurement model to adopt. A 
centre-led procurement model, together wnh a greater un!i.N.ttion oi'S \P and other "c" 
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Pmv \ i k A ( i i\i nil n i iai 

Bi.sr ph\( i u i: Proci iii;\n:s s Mum i. 

data .a .source. This would then m mm integrate wish the ct.rreiU S.\? application. 

! his would allow for real-time reporting and \Mbiiitv on are;^ of ;ompi i.ince, 
performance and other KPI mctnces. 

Other possible developments within this process is the cataloguing of a pUnt hire and 
contracted labour database, which would allow for suppliers to price and tender for 
contracts with I am rod Eireann. The end result would be the elimination of paper 
based requests v\ hich are subject to being returned inaccurately completed. Another 
advantage would be improved integration with suppliers . recpusmoners and greater 
reporting capabilities. 'Ariba" and other "e" procurement systems could add 
considerable value to larnrod Eircann's current procurement process in Infrastructure 
Maintenance, SE&T and New Works. 

It is recommended that larnrod Eireann approach the above change with external 
consultancy assistance, subject to normal public procurement criteria. The project 
would involve a process mapping of the current 'as-iV model, identifying the To-be 
best practice' model and the management of the change management element m the 
move between models. 
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A Centre-Led Procurement Model would have the following charactensLCi 



Centre-Led Procurement Model 



\ •Sourcing coordinated across business units 
Organisation r 'Spending leveraged across companies iC.'lE Group Companies;, divisions ami 
! business units where practical 

< •Procurement reports to senior supply chain . budget holders, department and 
j divisional management 



Process 



Knowledge 



Technology 



•Standardised processes and policies tailored and executed at local lev el 
•Process compliance, efficiency and effectiveness consistent across the 
enterprise 

•Resources and best practices shared across sites 



Skills, category expertise coordinated across businesses and sites 
Visibility into spending, compliance and performance at company and 
divisional levels 



•Technology decisions and deployment coordinated across sites 
•Technology deployment and usage coordinated aeross sites 



>r- 



,' 'Standard metrics used company-wide, but support for local variances 
; •Metrics and incentives shared hy procurement, functions ami business 
• ♦Cos i. compliance and performance consistent across 'he company 
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Review the following process when identifying new procurement 

MODEL ; • • ' ■ -'::-' r r. : S '/:. ■■■ ;. / : v:fM : M;^ 



Or»a nisjitio n 



Process 



Knowledge 



; • 

: • 

; • 

! • 

; • 

| • 

i 

I * 

i * 

j • 

I • 

j 

; • 



Current procurement organisation structure 
How sourcing decisions are made 
Where procurement activity is carried out 
How spending is leveraged across the business 
What procurement reports exist 
Who runs these reports 



Standardisation of procurement processes 

Establishing procurement processes efficiency and effectiveness. fvPIs 
Sharing of resources or best practice across sites 



Skills and commodity expertise 

Market, sourcing. negotiations, SAP, other technology and supply chain 
knowledge 

Reports development which would highlight visibility info spending, 
compliances and performance (KPT) 



Technology 



| • Utilization of existing and new technology within the procurement process 

I and throughout the extended supply chain 

j • Use electronic standard forms for request for plant or labour hire rather than 

| paper based forms, identify key compulsory data required for capture at 

j source in this process. 



' Performance ''• * ^ sta ^'i sn metrics (KPI) for use in cost, compliances, performance and trend 
I I analysis 

[ !• Supplier performance and quality metrics 



! Business 

| Requirements 



■supplier Base 
Organisation 



• Expenditure type and volume 

• Business needs and constraints 

• Regularity timelines in contrast to operational timelines 
Locations limitations on supplier selection and pricing 
Legal and oilier compliances 
Safety needs 
Expenditure budget 

:' • Procurement planning rciiuiremeius 

• Market review 

• Pricing siriieture revseu 

• C, >nl r.K ts review 

• Sotiiving re\ :eu 

• Supplier miCLuamMi xc \ 

• Spend analwiS 
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The contents of this Report are based on the documems. information and 
explanations made available and pro\ ided to us. We have not. except where 
speciJlcally indicated in this Report, independently vended the information 
provided or representations made to us. 

This Report and our Interim Report on the procurement systems is confidential 
and is for the benefit of the Jarnrod Eireann Steering Group Committee set-up 
for the purposes of this assignment in accordance with the Terms of Reference 
provided, This report should be treated as highly commercially sensitive. No 
responsibility or liability is extended or shall be extended to any third party for 
the whole or any part of its contents nor can its content be relied upon in any 
way by third parties. Should you wish to disclose it to a third party we would 
request that our permission is sought in advance. 
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1. I\ ! "R( )!.)('( I ION 
B.U'kCKOl. \!) 

larnrod Ejreann (the Company), is a subsidiary of C oras lompaii' Etreann ; C 1 1 ) 
a semi-state company. The company is responsible lor maintaining Rail 
Passenger and Freight Services in ihe Republic of Ireland as w ell as Port and on 
train entering operations. 

Baker Tilly Ryan GJennon were engaged to carry out a full review of: 

1. Procurement Department within Infrastructure Maintenance, Signal Electrical & 
Telecommunications (SE&T) and New Works 

2. Interna! Control Systems within the infrastructure Maintenance, Signal 
Electrical & Telecommunications (SE&T) and New Works divisions 

3. l^eview of the management of stock inventory in the Pottlaoise Depot and line- 
side, throughout the rail network. 

The stated primary objectives of the CIE Group Procurement Policy and 
Procedures (CIE Procurement Policies) dated 6 September 2006 are to ensure 
thai all transactions: 

• "Give the Group best value for money: 

• Utilise the Group's significant purchasing power; 

• Are transparent; 

• Ensure equality of access to qualified suppliers; and 

• Compiy with Go\ eminent Guidelines, applicable I . I procurement 

legislation i "Id ' Procurement Directives") and all other applicable laws." 
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The background and events leading to the requirement for this review arose 

from ongoing internal in\ estimation into activities associated with the removal 

and unauthorised disposal of track materials and 'suspect' transactions with 
suppliers of materials and services. 



We wish to acknowledge the substantial contribution of the internal Company 
Cost Audit & efficiency Department led by 

SflHHMHHHflHHVfe wri ° provided us with valuable evidence and 
facilitation of meetings with internal personnel throughout the assignment. We 
also wish to acknowledge the guidance and assistance provided by the Steer: ng 
Committee. 



The Terms of Reference was split into two categories: 



A. Systems Review 

B. Forensic Review 



A. Systems Review - Terms of Reference 

• "Undertake a full review of the current system of procuring plant hire and 
contracted labour to include the authorisation protocols, monitoring 
processes and transaction validation involved, fins review will take into 
account work previously undertaken in this area by the Company, 



• Carry out an examination of the management of Ime-side materials e.g. 
Rails and sleepers, a particular focus to be placed on the movement and 
accounting tor stocks into and out of the Ponkioise Sleeper Plant as the 
hub distribution and stockpiling centre." 

Fm;i! Dnil'i 
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This involved: 

• Review of the I MSN Procurement System iVom Policy formulation at the 
h iyhesi level ih rough to transaction compliance testing at the low est lev ei 
a - "root and branch review". 

• Review of the Stock Management system lor controlling and recording 
stock movements m to and out of Portlaoise Depot and tine-side 
materials throughout the Company. 

The Systems Review was the subject of our Interim Report dated 31 
January 2008. which is attached. The Interim Report contains 156 
recommendations. These recommendations are summarised in the 
Executive Summary of this Report. 

B. Forensic Examination ~ Terms of Reference 

• "Carry out an examination of conduct in the acquisition, deployment and 
management of services, resources and plant/equipment procured during 
the period from January 2004 to date and the relationships with 
contractors of goods and sen ices to the Company. Assess the extent of 
actual loss or misappropriation and assess where potential future risk 
arises. 

• Identify and determine responsibility for any breach in procurement 
policy specifically to identify any neglect to duty or lack of competence 
in the ncuuisinon ol~ goods and .services and to report on areas w here loss 
or misappropriation has occurred and the associated \aiue and comment 
on where potential luiure risk arises." 

Final Dt iil! 
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This involved: 

• Assessment of the extent of actual ioss or misappropriation from January 
2004 to date. 

• Identil "ieation of responsibi lily for any breach in procurement policy. 

• Report on areas where loss or misappropriation has occurred hut where 
the value of loss cannot be determined 

• Assess where potential future risk arisen. 



We sought clarification from the Steering Committee of the interpretation of 
these Terms of Reference. We were informed by the Chief Executive of the 
Steering Committee that a value amount is required for the assessment of actual 
loss or misappropriation only, We were informed that a value assessment is not 
required for loss considered to exist but not actually quantified during the 
course of our field work. However we recommend that further investigative 
work is carried out by farnrod Eireann in respect of the higher risk areas 
highlighted in this report. 



This Report has primarily focused on the second of these areas, the Forensic 
Examination. Our key findings and Recommendations are included in the 
Executive Summary of this Report. 
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The Company is engaged on an extensive Capital and Infrasiructural 
Development Programme in line with the stated Government initiatives 
outlined m Transport 21. 'This involves very substantial capital investment over 
the life of the programme from I 999 to 201 3. 

To place our Report in context of annual spend by the Company for the areas 
under review, the Infrastructure Maintenance Budget alone for 20O7 has an 
annua! spend in excess of €75 million. 

The purchase order value expenditure raised for Infrastructure Maintenance, 
SE&T and New Works collectively, with external vendors, for the years 2005. 
2006 and 2007 have totalled €176 million, €235 million and €252 million 
respectively. The value of purchase orders set up since January 2004 to April 
2008 from vendors on the plant hire database totals circa €137 million. 

While definitive figures are not available, based on estimates contained in 
documentation supplied by the Company, it can be assumed that similar levels 
of annua! expenditure (at least circa €250 million per annum) will be incurred 
between the periods 200X to 2015. If expenditure remains at 2007 levels, future 
expenditure in the areas under review range between ( i . ^ and €2 billion euro. 
o\ er l he next 5 7 years. 

To place our Review of management of Mock in i'onlaoise Depot and of line- 
side materials into context. .Appendix 9 of our Interim Report lists the value of 
stock at each location as ai November 200T It shows that the value of stock in 

I riKil Dr.M'i 
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Ponlaoisc depot was circa €! 1 .2 million and stock at both Kildaro and Connolly 
depots was valued at circa €2.1 million and €1.3 million respectively. 
Considering the future spend in rail networks renewals projects and related 
works, it is likely that the overall stock value will also increase. Our 
recommendations on stock management should be considered in thai context. 

Our assessment of the risk of loss to the Company, together with the lack or 
absence of compliance within the current procurement system, should be 
considered within the overall context of the substantial annua! procurement 
spend undertaken and to be undertaken by the Company. 
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BRi! i- DESCRIPTION Of I A UN KOI) I I Rl ANN'S PRO( I RIM1N I 
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The ("If Procurement Policies Document dated September 2006 highlights the 
policies that the Company's procurement function, must adhere to. It states "the 
CTE Group must ensure that proper procurement procedures are implemented 
including compliance with Eli Procurement Directives (where relevant) and 
national guidelines," 

Currently the Company has two procurement departments. The procurement 
department in Inchicore is responsible for the Infrastructural Maintenance, 
SE&T and New Works Divisions which is the subject of this review, 

fn the area of tendering, the Procurement Department appears in general to be 
compliant with the rules and regulations as set out in the CIE Procurement 
Policies manual, however in the case of transactions up to the value of €50,000, 
the procurement process is rolled out through the Company's divisions so that 
there is in effect a devolved procurement procedure. 

A! 1 IIOR1 I \ I 1 VI I S 

Presently there are over 150 people in the Company with the authority to either 
dsrectK' procure or procure through a third party in Infrastructure Maintenance, 
si ,\ T and New Works. 
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The value and volume of transactions lor the areas under review is very large. 
By way of ii lustration, a document pro\ idecl by the Company dated 27 March 
200? <how s the volume of transactions being processed in period from January 
200b to December 2006 under the various transaction levels as follows: 



I Approval Level 


Amount 


Number of 


Value of Transactions 






{ Transactions 


(< i 


• 1. Front Line 


j Up to 2,000 


j 10,982 


j 5,527,992 


i Managers 






) 


j 2, Business Unit 


_____ 




"1 35,N27,333 

! 


| Accountants & 




1 


! 


1 Cost Centre 






] 


Managers 






1 


3. Senior Managers 


Over 50,000 


417 


184,578,602 


Total | 


15,449 


224,933,927 



The company has introduced some controls over the payment process for higher 
value (over €50,000), lower volume transactions to ensure there is adequate 
supporting documentation in existence for payments made for transactions over 
£50,000. However we have concerns that the procurement system does not 
have significant controls in place to ensure that all transactions which .should be 
the subject of these controls are in fact captured by these controls i.e. there is 
evidence (hat transactions are being arranged at procurement Mage to fall below 
this threshold. 

It is in the higher volume, lower value area (namely \&2 above) where 
there is most concern. This is highlighted in one Kxecutive Summary. The 
level of annual spend involved in this category is in the region of ( 40 to ( 50 
million per annum for the company in the divisions under rev iew . 
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Currently the procurement function utilises a number of mechanisms m the 
soureing and purchasing of goods ani! services, namely; 

r Specific Tender Contracts 

r- Quotations 

r l ; ramc\vork Agreements 

r Blanket Purchase Orders 

The following is a brief description of how these mechanisms are intended to 
operate: 

Specific Tender Contracts: 

• Tendering procedures are generally utilised in the procurement of higher 
value or contract work to the value of greater than €50.000 . where the 
quantity, timeframe and scope of work is clearly defined. This is 
generally utilised in the New Works and SE&T area. The tender 
contracts are set up with reference to both CLE and EU procurement 
policies and procedures and are designed to meet the principles of 
transparency, equality of treatment, proportionality and mutual 
recognition, set out in the C1E Procurement Policies. 

Quota lion 

• Three quotations must be received for work ihat is less than C50.00 Q 
(t: ~0.ouO pro March 200") in value. I' he quotations received must include 
a sufficient description of' the materials required or the works to be 
carried out. The w ork is then awarded to the most suitable vendor 
i generally determined by ihe inspector or engineer in charge). I'nder CIE 
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Procurement Policies ai! request for quotations should be issued through a 
procurement manager. 

Framework Agreements 

• A Framework Agreement is set up lor lonu term projects where some 
elements of the requirements cannot firmly be established at the 
commencement of the agreement. Generally the suppliers tender lor 
inclusion as pari of a Framework Agreement and an estimated value of 
the contract is established. Elements of the project are then awarded to 
suppliers based on various criteria including primarily the prices quoted. 
Smaller purchase orders are then set up and drawn down against the 
Framework Agreement on an ongoing basis over a .period of time and the 
work is carried out with reference to the terms and conditions of the 
Framework Agreement. In practice Framework Agreements are set up 
for multi-million euro amounts, spanning a number of years and are more 
akin to a procurement facility arrangement. 

Blanket Purchase Order 

Blanket purchase orders are used by the Infrastructure Maintenance Division for 
the procurement of plant hire. At the commencement of each calendar year, the 
procurement department set up purchase orders based on divisional estimates of 
work needed for each vendor for Infrastructure Maintenance. The purchase 
order is then drawn down by way of service entries throughout the year. 

( (nit ro f Km ironment 

There are significant findings contained in (he body of (he report as to the 
current operation of the Procurement Function. 
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The key findings of our Interim Report issued on 3 i January 200s: were: 

1. Widespread on-going non-eomplianee with proeurement procedures is 
present within all Divisions reviewed going hack some considerable time 
(years). 

2. This on-going non-compliance is symptomatic of a more fundamental 
system deficiency. The current procurement function does not apply an 
appropriate business-based Procurement Strategy throughout the supplier 
engagement process. There is an absence of key procurement activities 
appropriate to a Company of this spend and transaction volume. 

3. To achieve a Best Practice Procurement Model with significantly more focus 
on supplier control, a fundamental redesign of the Procurement Function is 
required .This will require more resources dedicated to the Proeurement 
Function at a senior level and may require involvement of external 
consultants to lead the change process. 

4. Based on feedback received from various workshops and questionnaires, is 

is clear there is an urgent requirement for education and upskilling for those 
occupying positions in nil nrea.> of Procurement, which should incorporate 

greater use of IT (SAP) within a redesigned and more robust procuremeni 

p roc ess. 
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5. The l.T. system winch operates using SAP software is not being utilised to 
support sufficient monitoring of the procurement process. The SAP system is 
capable of producing exception reports as part of a rigorous independence, 
compliance and assurance regime however these reports do not exist as they 
have not been designed into the current procurement system. 

6. With regard to the management of stock inventory, explanations for 
discrepancies arising in stock records are not being investigated to a 
satisfactory extent. This applies throughout all Divisions and locations 
reviewed. Considering recent serious breaches uncovered by the Company 
more dedicated stock control personnel are required along with additional 
audit procedures to implement satisfactory controls and fully investigate 
discrepancies. 

7. Stock Inventory Management within the Portlaoise Depot is generally 
satisfactory however a review of site security procedures is required to 
provide greater involvement by the external security company. Compliance 
with stock control procedures at line-side is poor with significant exposure to 
unauthorised breaches by line-side personnel. One significant area identified 
is the absence of documented evidence of materials planned to be taken out 
of the ground at line side, significant in context of ongoing track renewal 
programmes. 

8. To address these findings. 1 56 recommendations were included in our 
Interim Report. 
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FOKLVSK Ri:\ M W - KlY FlMHM.S: 

Our key findings, as outlined at .section 3 of this Report arc based on the 
programme of work undertaken since provision of our Interim Report in 
January. 

Our findings are based on: 

• Detailed analysis of documentation in the Procurement Division in 
lnchieore and other locations including SE&T and the Dublin. Athlone 
and Limerick divisions 

• Interviews with staff 

• Site location visits to verify specific transactions. 

KEY h'iNDINCS: 

1 . ClRC'l MVKN I ION OF PROCUREMENT POLICIES & PROCEDURES: 

• There is evidence that some employees are taking advantage of the weak 
internal controls and lack of trained staff in the Procurement Function to 
circumvent C1E Procurement Policies. There is evidence that they are 
manipulating transactions so that they remain within their procurement 
authority, thus enabling them to appoint their chosen contractor. 

• Apart from the obvious serious risk this has created for potential 
collusion w ith the vendor, this practice has also resulted in a loss of grant 
aid to the company for failure to employ proper procurement policies as 
required under ! ' * law. 
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• This practice should be considered a serious breach of procurement 
policy as in effect any procurement transaction, including large value 
transactions can be manipulated to reduce their size into smaller 
transactions thus bypassing controls set up 10 govern larger procurement 
transactions. 

• Evidence gathered confirms that risk of manipulation of the Procurement 
Process and of gram aid claw back exists on past projects going back to 
2004. 

2. Absence of controls in procurement department: 

• When the Company has a regular requirement for goods and services of a 
particular 'type' to be supplied over a period of time, in order to comply 
with procurement policy, the value of purchases made under these 
contracts must be aggregated and the procurement procedures must be 
followed for the accumulated value of these goods or services. There is 
evidence of instances where this has not been happening. 

• The procurement department have no controls in place to monitor that 
transactions are properly aggregated for procurement purposes at the 
lower procurement authority levels. 

3. Absence oe i>< k i men i \ nn\ in i'koci remix i di r \ r i mi n i : 

• Examination of procurement books and records revealed absence of 
documentation in respect of the procurement of goods and services. We 
have documented various instances where there are missing ouoies. 
missing original documentation or where purchase orders - were set up 

l iiKil Draft 
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based on a lower number of quotes than are required 10 comply with 

procurement policy. 

4. IMORRI Oi 1)( X ( Ml \ I A ! ION I "SKI) IN PRO< I Kl MI N I ! K \\s U I in\s: 

• Instances ha\e been found where tender documentation dating back a 
number of years, has been used as supporting documentation for 
subsequent procurement transactions which were not subject of the 
original tender. We strongly stispect this has been done without the 
original suppliers knowledge or consent as otherwise it would appear 
reasonable that those suppliers would query why they were not being 
given the opportunity to tender again for the new work. 




5. NON COMPLIANT K WITH PROCEDURES 

• In numerous instances there are no Company records on file, of what the 
suppliers were originally requested to quote for. This meant that it was 
difficult to verify whether the vendors had been requested to tender for 
the same work. Judging from comparison of the content of certain lenders 
received from suppliers, they had described different works in both 
quantity and type in then' tender for what was ostensibly -urp^,:u to be 
quotas ions for the same work. 

• The < Il ; Procurement Policies state that requests for quotations should be 
submitted to the procurement department .describing the work to he 
completed in unbiased terms. All requests for quotations must then be 

l'hl;ll l)];W! 
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issued through the procurement department manager. In practice this does 
not happen. In mans instances requests for quotations are submitted to 
the procurement department by the engineers with the three quotes 
alrcau\ attached and the procurement department then processes the 
transaction. The explanation offered is lack of resources and skill levels 
available in the procurement department forcing the engineers to 
effectively undertake the procurement function. 

• There are obvious risks attached to this practice ranging from breach of 
procurement procedures to active collusion with suppliers. In our opinion 
based on our review the primary objectives of the CIE Procurement 
Policies are not being achieved. 

6. No si pi'ok 1 1\< . tux i mi:m viion in ki:si»i:c rot im ani iiiui and 
I.AIiOl k transactions: 

• As part of our forensic programme we carried out detailed transaction 
testing on a variety of plant and labour transactions. In the vast majority 
of cases no supporting documentation existed beyond a single invoice 
which was used to pass the transaction for payment on the SAP system. 
These invoices were often generic in nature with minimal description of 
work done on the invoice for what were significant amounts ( (r 2 0.000 • ) 
No supporting documonianon whatsoever existed to vouch whether the 
work was done satisfactorily or at all. anywhere within the Company. 

• We were unable in verily from die hooks and records whether die 
Company received any value for lhese transactions. A visit to the site to 
verif\ the extent, to which the work, the subject of die invoice, was 
earned oui. would be required m e\er\ ca>e and e\ en them there was no 

i jn:ii Deal'! 
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documentation available to conilrm whether the work done was 
satisfactory and in accordance with what is required. We were informed 
in these instances that the work was visually inspected by an engineer and 
that personnel resources to implement proper controls was a major 
limitation, 

• The risks of loss to the company are significant in these instances and 
further increased in circumstances where the mdividuaS(s) responsible for 
procuring the work are absent for any reason including illness, staff 
turnover or departure. This is not practical and highly unsatisfactory from 
the company's perspective and not in accordance with the CIE 
Procurement Policies. 

7. HI IX . I I l\( i WITHIN INFRASTRUCTURE \1 AINTKN. VNCK 

• The budgeting system within Infrastructure Maintenance and supporting 
coding structure is set tip to track expenditure by activity by location. 
Infrastructure Maintenance spend is tracked centrally and at Divisional 
level actual v. budget on an ongoing basis. 

• The nature of spend tends to be repetitive in Infrastructure Maintenance 
(hedge cutting etc.). While we note there are high level budgets 
completed, the period reports m use monitor expenditure by location 
•: I'Wi Division) but do not highlight expenditure by activity. Reports are 
not automatically produced to enable comparison of actual spend by per 
way. by activity. We noted substantial variances between per ways for 
maintenance spend (lor which there may well be \ahd explanations 
considering differing engineering criteria) however we were unable to 
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undertake meaningful comparisons as no planed maintenance regime or 
spend per location by activity maintenance budgets are in existence. 

• It is v ery difficult w iih current information 10 assess wheiher \alue lor 
money is being obtained or whether there are material variances arising 
for year on year maintenance spend even within the same per way 
location. 

• We understand that steps are being taken to undertake a planned 
maintenance regime in conjunction with appropriate Engineering input 
and we endorse this development. 

8 . Cost analysis vi a \v b s co d e s 

• There are substantial issues with capturing costs using certain YVBS codes 
in SAP. The SAP system is configured to capture costs by project. 
Because of the way the SAP system is configured it is very difficult to 
provide a full list of transactions that were incurred by an individual 
inspector per year. In particular Renewals (R) codes and Capital (C) 
codes arc difficult to use for this purpose. This makes it virtually 
impossible to monitor a per way inspector's spend and compare this 
spend to budgets either for quantum or value for money without 
significant manual extraction and collation of information from the 
system. 

• 'I his lack of traeeabiiity combined w iih other deficiencies m the system 
( see I 1 he Sow) provides the maintenance and renewals inspectors and 
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01 hers with Procurement authority with, wide flexibility to re-categorise or 
manipulate spend. It does not promote a culture of cost consciousness or 
rcsponsibil it v. 

• The introduction of a field key to enable identification of spend by 
inspector throughout the different categories of spend would greatly assist 
the tracking and cross referencing of spend by Inspector to activity to 
assist budget monitoring and other related Procurement Objectives. 

9. ABM. Ml. OF ( OMI'Kl HI.NNIN I Ul- PORTS I OK JNTOUMATION IH Kl'OSf S 

• A material obstacle to our forensic review was the absence of relevant 
reports and information available from SAP. There are currently no 
reports in existence in the Company which provide the complete cycle of 
a transaction from the formulation of the purchase order, to the goods 
receipting and invoicing of the transaction. We have noted some 
exception reports exist within various divisions however these are 
relativ ely new and done on an ad hoc basis, not as part of a co-ordinated 
programme. 

• The Exception Reports that have been developed may miss key 
information, as a number of die key fields on SAP are not compulsory 
and therefore are often led blank thus limiting the value and use of the 
reports. 

If). Mom H)ki\<; oi irawi wokk \uh i mi x is 

• Post award of lenders, there is a lack of communication between the 
procurement department and ongoing users of the procurement facilities 
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when the facilities are being drawn down. Once ihe framework 
agreements have been set up and leave the procurement department for 
use, it is not clear as to who is actively undertaking the responsibility to 
monitor adherence to the terms of the agreements. The procurement 
department have stated it is not their function, yet it is a vital element of 
procurement control. The Procurement Department should have an 
ongoing monitoring role (Procurement audit) on this aspect, as part of 
their remit. 

• We found evidence that one vendor was charging their rates (which 
varied) based on who they were working for within I am rod bireann, and 
not based on any procurement facility. These rates then appeared on the 
invoice and not those that were originally tendered for. This practice 
undermines the tender process, 

I l.U.NUTILISKD PURCHASE ORDERS 

• During our examination we found that a substantial number of purchase 
orders had been set up on the SAP system which have not been fully 
utilised. Often the remaining balances of the purchase orders are left open 
and available for use. We note that this happens primarily in Sh&T. 

• for example purchase orders set up wit!) flHHHHM^ totalled 
t ; 3I.93b.814 between 2004 and April 2008. tioods receipted for the same 
period total f 23.990.2N 1 . This leaves a difference of 946. 533. A 
substantia! proportion of the purchase orders making up tins balance 
remain open and available for use, 
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• It is a strong possibility that old purchase orders are being used 10 charge 
m current work and there is little or no tracking of whether the 
expenditure being put through these purchase orders on the system is 
expenditure for which the original pureha.se order was set up. This can 
lead to abuse ol the Procurement process, and manipulation of budgets. 

I2.\\ [-:.\k I.T. Controls 

• We found evidence that several invoices had VAT incorrectly accounted 
for by the vendor. The incorrect gross amount was then paid by the 
accounts department. On examination it became apparent that a control 
in the accounts payable department had been ignored in the SAP facility 
to calculate VAT. 

• This is symptomatic of the weak controls around SAP and the ease in 
which the system can be overridden. 

1 3. 1 \ cork i: ci Invoking 

• We found evidence that purchase invoices were approved for payment on 
SAP and subsequently paid, for work apparently done, which was 
described incorrectly on the invoice and on the purchase order on SAP. 
The explanation offered was that work had been done by the contractor 
which was 'similar" to what had heen approved lor payment. However, 
the invoice paid was for a lower amount tii.in what the supplier wa> 
entitled to charge had the correct invoice been submitted for thru tvpe of 
job. 



i'in;t! !>r:U'l 



\';t»v 2) of id 



I \KM<on i'.nn: \%\ - I'uot i ui-:mi-. s i ' Ot lMi ii\u. Cos i uoi Ri;\ u w 
Kt'poi i (n (he Ntminti (i'nni(> ( Diumiuoo 
Pn i\ \ M. & ( 'OS I liiCS MM. 



OO/i \f. : tilts 



* This raises the query as 10 why i he supplier ifHHH' did not 

themselves query the under payment and. or why the supplier submitted 
an incorrectly described invoice for payment for a different job of work in 
inc first instance. 

• This incident underlines the lack of control over the approval for payment 
process within SAP and the complete absence of other documentation to 
support whether in fact work was ever done on transactions such as the 
one referred to in this example. The incident was picked up through data 
interrogation which identified irregularities, in this case duplicate 
payments. We strongly suspect this is not an isolated incident. 

14. Cram Aid 

♦ Considering the findings of our forensic review, the company may need 
to consider the implications of these findings in so far as grant aid 
received and receivable is concerned. 

1 5..\SS| SSMK\ I Ol IO.SS 

Our findings :n relation to assessment of loss are contained in Section 3 of 
this Report. 
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The findings in our Forensic Review confirm the weaknesses identified in our 
Systems Review. 

i. The recommendations in our Systems Review should be adopted. Given 
the comprehensive and w idespread changes in design and work practices 
that are required we recommend that a dedicated Task Force is set up. 
with the requisite knowledge and skill base needed to undertake and drive 
restructuring of the procurement function. While we note that additional 
measures have been introduced to strengthen control in some areas, this 
has been done on an ad-hoc basis. The entire Procurement Function needs 
to be restructured, driven by a Task Force, dedicated to that purpose. 

2. Further transaction testing should be undertaken by the Company using 
the supplier data provided in the appendices to this report as we expect 
that further evidence of unauthorised activity and loss to the Company 
will be uncovered. 

3. Using further evidence gathered at 2 above, engagement should take 
pliiee with suppliers under the headings of 

a. Transaction Verification 

b. Account Reconciliation 

c. i'erms of Trade and adherence to Tender Conditions 

d. Dependant on further evidence uncovered. pro\ iston of 
compensation to the Company for overcharging. Legal advice \\ ill 
he required. The extent to which the Lick of compliance or 
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acquiescence by !!■ staff will limn the scope lor compensation from 
suppliers will be a factor to consider, 
e. Redesign of the Supplier Engagement process throughout the 
organisation (following implementation of 1 above). 

4. A method of detailed planning, budgeting should be introduced within the 
Infrastnietura) Maintenance division linked to the introduction of a 
Planned Maintenance Regime by per way. While we acknowledge the 
costs for maintaining track in each location will vary w : e recommend that 
at least a benchmark should be in place to budget the annual costs of 
maintaining a mile of track and the annual costs each inspector should 
expect to incur in any given perway by activity . 

Exception reports should be designed to highlight if variances incur and 
the system should be designed to require that explanations together with 
supporting documentation is provided to senior management by the per 
way inspector. 

Sr.MMAKY 

We consider that implementation of our recommendations wall bring the 
following benefits to I he Company. 

1. Substantial cost sav ings amouniing to potentially (fmiihons of euro per 
annum (considering annual spend of ( 250 mil! ion for areas under 
review I. 
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2. Greater credibility to die Procurement control process in the context of 
the Company competing against private sector competitors 'or New- 
Capital Projects going Toward. 

3. Significant reduction of Busmcs- Risk throughout the organisation under 
a number of headings e.g. financial. Regulatory- Reputation. 

4. Greater employee satisfaction and improved skill levels throughout the 
Company. 
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3. ASSFSSM I \ I Oi I HK I X I I N I OF ACTUAL LOSS 
Risk Pkoi n jv, 

We have been asked to assess the extent of actual losb 10 the organisation from 
breaches of Procurement procedures in Infrastruetural Maintenance. S! a\ I and 
New Works. This is summarised below and in Appendix 1 &l 2. 

The Company employs a Risk Profiling System known as the Knterpme Risk 
Management Register >: i.'RMR > which is referred to in its Annual Report and 
Accounts. We have reviewed this Report and note it refers to different 
categories of risk including Procurement risk in its Report format (extracts 
attached in .Appendix 7). 

As part of our assessment of loss we summarise below risk categories that 
impact on the organisation in this report which are not currently reflected in the 
ERMR. We have also attributed an assessment of the likelihood or potential 
impact of our findings on the risk categories for the areas under review. 
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Type of Risk 



Risk Event 



Likelihood/ i Potential 
Probability ; Impact 



Risk 



Financial Risk 



This category includes 
general account management 
concerns, tax obligations, 
remuneration and budgetary 
requirements. It also includes 
actual or suspected fraud, 
loss of value added 
opportunities or economies of 
scale, loss of grant aid and 
risk of litigation from 
suppliers. 



Almost 
Certain 



Super 
Critical 



High 



Compliance/Legai 
Risk 



This category includes 
compliance with legal 
requirements such as 
legislation, regulations, 
standards, codes of practice 
and contractual requirements. 
This category also extends to 
compliance with additional 
'rules' such as policies, 
procedure or expectation, 
which may be set by 
contracts, customers or the 
social environment. This 
category includes director's 
responsibility under the 
Companies Acts to maintain 
Proper Books and Records 



Almost 
Certain 



Critical 



High 



Reputation Risk/ 
Stakeholder 
Management 



| This entails the threat to the 
I reputation of the business 
! due to conduct of the entity 
\ as a whole, the viability of 
' product or service, or the 
■ conduct of employees or 
; other individuals associated 
\ with the business. This 
category also include the 
management of stakeholders 
(both internal & external) and 
includes identifying, 
establishing and maintaining , 
an appropriate relationship. 



Possible 



;al ; Medium 
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We noted that ihe I.RMR categorises, as cnucal. i lie risk of serious now 
compliance with procui"ement procedures and have described the current 
company status as amber (controls in place but measures planned to further 
improve effectiveness). The potential impact is listed as: 

^ "Contractor seeks redress through I'.uropean Courts and or I fish Courts 
damages paid. 

r- C io\ eminent 1:1 seek financial compensation 

> l.,oss of future funding"' 

We consider based on our landings that the procurement controls in place are 
inadequate and capable of very significant improvement. Thus in our view, the 
risk of loss to the company is super critical, requiring immediate action to 
restructure the Procurement Function within the areas under review with 
priority to SE&T and Infrastructure Maintenance Divisions. 

The ERMR which the company utilises does not place a monetary value on risk 
categories. If a company has no idea of the level of loss which it faces, there is 
good empirical evidence to support a view that in an average organisation the 
amount of loss from illegitimate expenditure (fraud) alone can be in the order of 
5% of total expenditure. This percentage ts substaniiated by surveys undertaken 
by i he Association of Certified fraud Examiners and is considered as a 
benchmark measure within the forensic Industry. 

Tins benchmark measure {5"<>) exclutles other categories of loss such as loss of 
economies of scale, loss of \alue lor money, loss arising from grant a hi claw 
back, loss arising from litigation by third parties or lo>s through cost of 
disciplinary proceedings taken by the company against staff suspected of 

Firml Draft 
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fraud misdemeanours. Ail of these categories of loss 'tune a monetary value. 
Most categories are present in the current en\ lronnient under review. 

We would consider empencal evidence benchmark of a 5 ,J o measure to be a 
representative estimate of loss arising to an organisation with weak internal 
controls. 

Dependent on the state of internal controls in an organisation, the impact of 
greater risk of non compliance or collusion can be to increase the percentage 
measure by as much as a further 2.5% - 5% of total expenditure. 

The corollary is also true in that implementation of effective measures to 
increase controls would be expected to reduce loss by a significant amount to an 
organisation. 

Following receipt of clarification on our Terms of Reference from the Chief 
Executive of the Steering Committee, we can confirm thai we consider it 
impossible to assess the full extent of actual loss suffered by the Company in 
the period from 2004 to date, through breaches of procedures. This is due to the 
sheer volume of transactions which have taken place, the lack of information 
(reports) and underlying data in the M.l.S. System of companies books and 
records, and the extent of the non compliance with procedures revealed which 
itsel ("contributed to our being unable to provide a complete figure for act rial loss 
in the Period under Review. We have provided a monetary assessment of actual 
loss found t(2.6 million) and consider, based on our lindings. thai there is a 
higher likelihood that further loss occurred in the period under review. 
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Assessment of Actual Iden ti fied Loss 

Following our forensic rev iew of highlighted areas of the company we l\a\ e 
assessed the level of actual identified loss to the organisation as C'2,641,859. set 
out hereunder as follow s; 



Assessment of Actual Identified Loss 2004 to Date 



North Wall ; 892,887 



1,748.972 



All Other Vendors i N/A 



Stock N/A 



Total 2,641,859 



Appendix 1 attached is a breakdown of the various events which have arisen in 
the organisation and have resulted in our assessment of actual loss quantified at 
€2,641,859. 

I)i i i\i i io\ oi Loss; 

As outlined in our Interim Report, loss to the Company can occur in a number 
of ways including: 

• Loss of" value-added opportunities and economics to be gained in the 
market place from co-ordination of very substantia! purchasing power 
within 'he Divisions throughout die Company, 
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• Hie aciuai cosi of known (and unknown hut .suspected) breaches of 
procurement culminating in procurement fraud on [he Company by 
internal personnel either acting alone or in collusion with external 
suppliers. 

• The potential impact and possible cost by way of claw back of Grant .Aid 
arising from grant condition breaches by external agencies to include 
Grant Agencies and other suppliers of external funding to the Company. 

• Potential exposure to claims of discrimination and possible litigation 
from unsuccessful suppliers of services to the Company, who become 
aware of subsequent non compliance with tender conditions by 
competitors, suppliers arising either by lack of internal procurement 
control procedures or active unauthorised collusion with a successful 
supplier by company employees. 

• Reputation risk. 

• Potential exposure to liability and penalties from non compliance with 
regulations and leg! si a lion. 

• Cost of disciplinary and related legal proceedings with employees or 
related parties ( suppliers) 

Cost oi action required 10 design and implement more robust interna i 
procedures and communication oi" same to ail stakeholders, including supplier 
base. 
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Taking account of the findings in the Systems Review and Forensic 
Examination. Appendix 2 attached is an outline of some further additional areas 
where risk of loss is evident. 

ASSKSSMIVN i OI-' RISK OK I I I I Kl I. OSS 

The Terms of Reference refer to the requirement to assess the risk of future loss 
to the Company. Future projected expenditure has been requested from the 
company hut not provided. 

Due to constraints referred to elsewhere, it has not been possible to quantify the 
risk other than to state that it is super critical. 

We are confident that this risk could be substantially reduced if a redesigned 
procurement .system was implemented in the company in line with our 
recommendations. 

We consider it unrealistic to assume that an organisation of this size and 
diversified procurement function wouid be able to completely eliminate risk of 
loss, however we are satisfied., based oti our findings that very significant 
improvement in (he current environment is possible and urgently required. 

It is worthwhile to note that using an estimated future annual expenditure, for 
the divisions which are the subject of this review, of £.250 nullum per year, 
substantial cost sa\ mgs c;tn be achie\ed by strengthening eomrois through 
undergoing a Task Force led reorganisation of the Procurement Function. 
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4. SC ()|»| I INITI ATIONS & METHODOLOGY EMPLOY IT) 
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In the course of our review it became clear that die supporting documentation 
required to undertake a thorough forensic review does not exist. 

Much of our forensic review was then spent attempting to gather information 
and undertaking data interrogation to facilitate a detailed review of the supplier 
database and the procurement tendering process. 

We then had to formulate and extract our own exception reports from the SAP 
system. This again was hampered due to the under utilisation of SAP by the 
Company as noted in our Interim Report. 

Absence of exception reports within the Procurement Function and inconsistent 
entering of data on the SAP system has been noted as a key finding of out- 
Review (Executive Summary - Note 9). 

It was agreed with the Steering Group that we proceed with our examination 
focusing on specific locations hubs with high risk potential. This focused the 
scope of the fieldwork to areas identified as requiring specific examination to 
enable use of the findings in those locations to assist further detailed 
investigation by the company. 
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Areas that were agreed are: 

1. Concentration on the estimated seale of loss in North Wail. 

2. A review of the relationship of certain suppliers with company staff, 
speei lieail)' to concentrate on the following suppliers: 




3. Estimation of Loss of Slock in Portlaoisc [.)cpot 

4. Review Supplier Data Base 

We then concentrated on the following areas: 

Data Interrogation of Iarnroci Eireann SAP MIS System 

• Findings and recommendations following interrogation of data related to 
suspected vendors, employees and locations; 

• Findings regarding the availability or absence of SAP reports to assist in 
the evaluation of procurement breaches within the Company: 

• Recommendations regarding the capture and reporting of key data at 
different levels to help monitor compliance with procurement procedures 
and highlight potential fraudulent activ ities. ( Establishing compulsory 
SAP fields and controls to monitor compliance etc.): and 

• Provision of dam anal) Ms models in the form of printed reports and 
modelling tools. We u ish to acknowledge the assistance of the cos; 
audit and internal audi; departments on aspecis of this work. 
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Design of a Risk Profiling Template 

This is a tempi ate we dotgned. listing all the categories of breaches identified 
and attributing a risk lex el to these breaches. 

This risk profiling template was supported by: 

• Independent findings from fraud surveys; 

• Vendor profiling; 

• Benford's law analysis by supplier; 

• Selected transactions testing fieldwork (to include files of documentation 

retrieved); and 

• Personnel profile analysis. 

• Templates which displayed high risk areas in the purchase to pay process 
at operational level. 

Assessment of Actual Loss based on the above 

• We then assessed the actual loss by reference to actual loss identified 
from fieldwork by us and by the Company through its own ongoing 
internal investigations. It was not possible to assess total loss due to 
other constants, except to state xve are confident that other unidentified 
loss exists within the organisation. Our Report provides 
recommendations on how to address this issue. 
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Third Par ty \ T km u a i io\ 

As pan of our fie lei work we recorded meetings with key management and stall 

Third party verification with suppliers was not undertaken in our examination 
due to the volume of transactions in the system, the difficulty in extracting 
information and time constraints, 
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This concludes our Report under our Terms of Reference. We are a\ liable to 
meet with the Steering Group Committee and other Representative Committees 
within the company to discuss our Report, as required. 

We would like to express our appreciation to the management and staff of the 
Company for the lime and co-operation afforded to us during the course of our 
review. We have endeavoured to work within the constraints of staff 
availability and acknowledge in particular the assistance of WHHHBl in 
facilitating the considerable volume of meetings and information/documentation 
requests necessary to fulfil our terms of reference. 



Baker Tilly Ryan Gle\\o\ 

I). Alt!: 
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CON TENTS 

Assessment of loss actual from Forensic Review 2 

1 . Assessment of Actual Loss - North Wall 2 

Event I - Removal of Soil from North Wall 3 

Event 2 - Collusion with the Contractor 6 

Event 3 - Missing Stock 7 

2. Assessment of Actual Loss fransactions with | MHHHMfe 

Event I - New Mini CTC Project 11 

Event 2 - Non Compliance with Framework Agreements 16 

Event 3 - Collusion with Contractor 20 
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ASSI.SSM! \T OF ACTUAL LOSS I ROM I OR! \ SIC 
1NVKS I |(,A HONS: 

We have calculated the actual loss arising from events which are the subject 
of [his report as €2,492,414 set out as follows: 



Table A; 



North Wall 



)-^^^^^^^ 

i VHHMHB Transactions 

i 




j All Other Vendors 

i 





Actual Loss I 

t! 

"""8927887"' 
~T599j27l 

n/a s 



I Sub - Total 



N/A 
2^492,414 



i . ASSESSMENT OF ACTUAL LOSS - NORTH WALL 

The actual loss incurred due to incidents which occurred during the North 
Wall Spenser Dock project and other events which arose in the North Wall 
area total ( ; 892,887, summarised hereunder as follows: 
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Table B: 



: North Wall/Spenser Dock 


( - 1:; vent 1 - 


(' - 1 \ent 2 - 




Removal of Soil 


i Collusion m itli 




from North Wall 


\ Contractor 


i Financial Risk: 






\ Actual Cost of Known or 


r " " ~257M2~~ 


j 271,665 


j Suspected Fraud 

r 




i 


j Loss of Value Added 


j Not Applicable 


Not Applicable 


j 

j Opportunities or Economies of 






I 

Scale 






Loss of Grant Aid or Risk of 


The €257,682 was 


Not Applicable 


Claw Back 


excluded from the EU 
Grant Claim and was 
financed solely by 
The Company j 




Risk of Potential Litigation from 


Confirmed but not | 


Not Applicable 


Suppliers | 


j 

quantifiable i 




Total Loss €892,887 j 


257,682 ! 


271,665 



( - IAent 3 
Missing 
Stock 



Applicable 



Not 
Applicable 



Applicable 



363,540 



INVENT I - REMOVAL Ol SOIL, I ROM NORTH WALL 

• As part of the Dock kinds Station Development Project, work was 
completed in the freight yard in preparation for i he project 
commencement in 20O(v As pan ol" the preparation. New Works 
prepared a lender package in July 2006 for the removal of hazardous 
and non hazardous soils which were accumulated dunng the course of 
flflHHIBHHHBHI tendered 
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remove non Hazardous Soil in July 2006 but was unsuccessful ami I he 

to ■HHHIHHHHHHHI 

invoices were received ai a later date from IHHHMflU for the 

removal of non hazardous soil from the area outlined above from 
January to July 2006, It is the contention of New Works iliai tM 
MHBHHHHH were never tasked with, nor did they perform soil 
removal activities from the North Wall Freight Yard during the course 
of the project and they are disputing the full extent of die invoices. 

The signed off by fHMVHPHHMBHHHBVPHl^ 

and were paid by accounts payable between January and July 2006 
quantified at €257,681.60 gross. The invoices were not matched to 
any planned work, or budget of costs for the project, prior to payment 
of the invoices. Further invoices were submitted by VMMMHRMft 

VH m December 2006 however these were not paid by The 
Company. We understand that there are currently legal proceedings 
ongoing with the said company. 



Blanket purchase orders are set up on the SAP system at the beginning 
of each year by the procurement department for general plant hire 
work in the Infrastructure Maintenance Department. The invoices that 
arc the subject of review were charged against a blanket purchase 
order and then coded to a capital WBS code. 
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♦ On review of the invoiee msuflleient detail was prov ided and no 
supporting documentation was available. This made it difficult to 
determine if the work was actually done, figures provided by 
^HflHBflHHHHIB independent consultant indicated 
that the work detailed in the invoices could not have been done as the 
quantity of .soil left over to be removed from site was minimal. 

EFFECT 

• Invoices were paid to the value of €257,682 for work the company 
considers never took place. 

• The Dockland Station Development Project was funded under an EU 
Grant Scheme. Due to the incidents outlined above, expenditure of 
€257.682 has been omitted from Grant Claims. This means that all 
costs will be borne by larnrod Eireann. 



EVIDENCE (SUPPLEMENTARY FILE NO. 1) 

a) MHHIBHHI r cnder documentation for the removal of non 
hazardous soil and rubbish disposal dated 04 August 2U0o. 

b) MHHMHHfc tender documentation for the removal of non 
hazardous soil and rubbish disposal. 

c) Copy of disputed invoices paid between January and Juiv 2006 
totalling (-257.682. 

d) Copy of letter from the environmental officer of \ew W ork-, dated 27 
April 200" disputing full extent ofmvoiee.s. 
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e) Copy of fun hoc invoices received from HSHMHHv ' or S01 ' 
removal h'orn Nonh Wall submitted in December 200o totalling 
€23.329. 

Repon prepared b\ ^HHHHMMMHBfe< Consultant Kngineers 
dated 23 April 2007 on the extent of earthwork quantities for the 
Docklands Station project. 





EVENT 2 COLLI SION WITH CONTRACTORS: 
• Through internal investigations in. the Company 

has admitted involvement in collusion with both 
and ■■■■■flHHMBHA Results of the internal 

investigation carried out indicate that |MKHII was signing 
fraudulent time sheets or requesting plant hire and labour when not 




EFFECT 

• Fraudulent invoices have been paid for a number of years under HI 
HHIPBHPHH^t'eqnest authority. An estimation of losses totalling 
€271.665 has been quantified in respect of the above transactions. 



• We have been informed that the employee has repaid the Company 
6 I 00.000 ;ts compensation for the above transactions. 
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Schedule of expenditure authorised by 
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Audi i & Efficiency Unii 
h) Baker ! workings on calculation of I..osses dated 23 .April 2008 



KVEM 3 - MISSING STOCK 

• An audit of plant hire was carried out by the Companies Cost Audit 
and Efficiency Unit in May 2005 in the Dublin Division of the 
Infrastructure Maintenance Unit. The audit revealed large quantities 
of stock (rati and sleepers) were being removed and sold by the 
company staff for personal gain. The staff involved were using 
Company resources to break-up and transport the material for sale. 

• On the 4 1 ' 1 July 2006 a |MHHW truck was pulled over by 
Gardai, heading in the direction of Wicklow, carrying sleepers. On 5 1 " 
July 2006. a Garda patrol car stopped an Truck winch 
had left the rail yard loaded with 40 50 lengths of rail on the Ml 
near Laytown. The truck had been en route to |MHIHHHM| 



Surveillance reviewed indicates that theft of rail and s! copers was a 
continual and ongoing c\ em. 



l) 



Sample invoices demonstrating fraudulent activity 



loads which had been ink en to 
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• When the purchaser of the stock in Wicklow was questioned ho 
conlirmed that he had been in receipt of 1.000 to 1.200 .sleepers per 
ycar for which he paid €14 per sleeper to the Irish Rail employee. 

C 111(1 

• Jam rod Hi roan n have suffered a continuous loss over several years for 
the value of missing stock including the value of Irish Kail labour 
utilised during this time and the plant hire used in delivering the 
misappropriated stock to its end destination. 

• Estimation of losses by the Cost Audit & Efficiency Department total 
€645,000. Estimation of losses by the mfrasfructurai Maintenance 
Department total €450,973. We have quantified the losses to the 
organisation at €363,540 (Workings in Lever Arch File i ) 

• The main discrepancy between our calculations and the internal Irish 
Rail calculations are that we have eliminated the losses suffered in 
respect of sleepers. This is because currently under law, the sleepers 
can not be sold to the general public due to their carcinogenic 
properties. It should be noted that there is a minor risk of litigation on 
health grounds if it emerged that carcinogenic Mock had been sold to 
the general public by Irish Rail employees. It is not possible to 
quantify this. 
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» As noted in our Interim Report, conirol around the movement of hue 

side stock is weak and documentation is minima!. The risk of further 
misappropriation of srock from line >ide remains hty.li as previously 
related discrepancies in the stock inventory are not being properly or 
satisfactorily explained. 

EVIDENCE (SUMM.EMEYI Ain I II E NO. 1) 

j ) Workings of losses by Infrastructurai Maintenance Department 
k) Workings of losses by Cost Audit & Efficiency Unit 
1) Workings of losses by Baker Tilly Ryan Glennon. 
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The actual loss incurred due to breaches of procedures In relation to 
4HBM| transactions examined tola! t' 1.748.972 summarised hereunder as 
follows: 



? - Fvent ! - ! ( - Foent 2 -■ Nost ( ; - Issue 3 

New Mini j Compliance with i Collusion with 



1 


| CTC Project 

j 


Framework j 


Contractor 

i 


1 




Agreements j 

i 


i 


Financial Risk: 


! ! ! 


i — .... — -. — , * . .. . ■ .. ■ 

Actual Cost of Known or Suspected 


Not Known 


Not Known j 


30.602 j 


Fraud 










Loss of Value Added Opportunities 


High Risk 


777,600 - Current j 


High Risk ! 


or Economies of Scale 




PO Est. 






; 


S ,166.600 Original j 
PO Est. ! 


1 






1.520.394 Simple 

i 








Average 




Loss of Grant Aid 


o-iii/"'!! ; 


Not Applicable 1 


" Not"" 








Applicable 


Risk of Poieniiai Litigation from ; 


i f :,;h :C ■!•. " 


High Risk r 


Not 


Unsuccessful Suppliers 






Applicable 


Total I oss - ( !."4S. l .>-2 


940J70 


777.600 : " 


30.602 
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h should be noted that tJicsc transactions form only a very small element ol 
the tola! volume of business the company conducts with 
which in the period from 2004 to April 2008 total over €23 null ion. It was 
not possible to test all transactions due to volume, time constraints and l.T. 
System constraints. 

K\ KM I - \T.\V MINI CI C PROJECT 

• As part of the 'New Mini CTC project, a tender contract number CE 
1369 was prepared, dated 24 October 2003, in order to source a 
vendor for the development of radio sites along the New Mini CTC 
lines. The work was awarded to three vendors who tendered; 
HIHHHl (€34,390 - which included the construction of a 
generator room for €14,500), NHMi (€20,756.37) and W 
MHHUfc (€22,478.96). The documentation in respect of the work 
each vendor was requested to tender for is missing from the 
procurement department and was therefore unavailable for inspection. 



• Subsequently VflHHHMHI was awarded the work for the 
development of a further 53 radio sites at a price of €1 9, 1 82{net ) pet- 
site between January 2004 and December 2007 totalling €1.0 10.660, 
The work was not re-tendered for and the same quotations for 

^HWPMHSHfc am i ttMHHV f^itured 

! 369 and dated 24 October 2003 were utilised. No vendor was given 
an opportunity' to re-quote for the development of the sites. 



I ! 
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circumvented the procurement process by 
selling up purchase orders at a level marginally below the minimum 
tender threshold oft 70, Out") <3 : H ; CM N2). The lender threshold level 
was reduced to i'50,000 on the 14 March 2 on" and thereafter the 
engineer submitted purchase orders for these transactions below the 
€50.000 i3*( !T!X2; threshold. Reasons provided for this was the 
perceived lack of an efficient procurement department and lack of 
sufficient resources. 



* EU procurement law and CIEs own procurement policies and 
procedures state that when the company enters into a series of 
contracts to obtain goods and services, the value of purchases made 
under contracts must be aggregated and the EU rules will apply if the 
value of these taken together exceeds certain thresholds, in the case of 
the Westport Resignalling project the purchase orders for 20 radio site 
developments were set up within a five month period. This work 
should have been aggregated and a fender contract for €435.440 set 
up. There is also ancillary work including the erecting and rigging of 
the mast which totals €82,557 for 9 sites, This should have been 
added to the tender contact as being pan of die project, f he project 
under I f legislation would then have had to comply with id" Council 
■Directive 2004 1 ~ EC starting with a call for competition notice, 
which should have been sent for publication in the (').lbf'. 
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• At the interview w ith ii became apparein liiai ol' iho 20 

invoices which were described and recorded as mdio site 
development equipment compound development on the Westpon line, 
six of these were m reality lor the building of generators on the radio 
sues. The paperwork surrounding these transactions including the 
initial set up of 1 he purchase order on SAP, the quotations used for the 
work and the final invoice submitted were all described incorrectly. 
Given the lack of paper work on the project it was impossible to know 
what work was completed for these invoices. Only MMMfll 
flBm vvas able to state the actual work completed. This lack of 
paper documentation was symptomatic of all the radio site 
development work. In all instances the only document to denote the 
work was completed was a one page invoice which had no supporting 
documentation. Under Commission Regulation 438/2001 the 
managing authority must ensure the principles of sound financial 
management are adhered to and under this regulation the control 
procedures must include procedures to verify the delivery of the 
products and services co-financed, and the reality of the expenditure 
claimed, and to ensure compliance with rules in relation to the 
eligibility of expenses, public procurement, protection of the 
environment and equality of opportunity. 

♦ .A further examination of the .documentation relaiing 10 the 
resign. tiling of the Ros.slare line shows similar characteristics as 
outlined above. The invoices tor the builduiii of the venerators on this 
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line arc correctly described; however the quotations used for the work 
are not. Quotations, received indicate thai unrelated works are being 
used to supplement the quote received from MBMfc which 
results in JMMF being awarded the job. This is a major breach of 
procurement policy. 

EFFECT 

• Both the YVestport line and the Rosslare line were to be funded by 
both EU and Exchequer grant aid. Due to the significant breaches in 
procurement policy, die expenses incurred in the development of radio 
sites will not be eligible for funding and will have to be financed by 
Irish Rail. This results in loss of revenue to the company of €5 17,997 
in respect of the Westport Line and €422,776 in respect of the 
Rosslare Line to December 2007, Expenditure on the Rosslare line 
has been ongoing. 

♦ We note to date that the internal audit department have recommended 
that €421.472 be excluded/or will be excluded from grant aid claims 
m respect of the Wesiport fine and they state a further €422.776 wall 
be excluded in respect of the Rosslare Line. Gi\en these recent 
iigures provided by Internal Audit and our own findings, u is likely 
thai funher loss has occurred. 
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q) Copy of Imoices received for Radio Sire I)o\ elopment from 



r) Cop)' of Procurement Documentation received in respect of Radio 

Site Development 
s) Copy of SAP Screen Shots in relation to Radio Site Development 
t) Copy of Invoices related it) I"- reeling and Rigging of Radio Sites 

from MUHV 
u) Copy of Tender Documentation related to Erecting and Rigging of 

Radio Sites from various vendors 
v) Copy of invoices received in relation to building of Generators on 

the Ross I arc Line from HHMHMMP 
w) Copy of tender documentation in relation to building of Generators 

on the Rosslare Line from various vendors 
x) Sample of Terms and Conditions signed for ERDF Funding 
y) Letter dated 10 March 2008 outlining EU Regulation which must be 

complied with in order to receive Grant Aid 
z) Circular /2001 : Financial Management and Control Procedures for 

the European Regional Development Fund (ERDF) 2000-2006 
an) Commission Regulation 43 8 '200 1 
pp) Calculation of Losses in respect of Grant Aid 



EVEN ! 2 \0\ COMPLIANCE W I I II FRAMEWORK 

ACRE E M EN I S 

♦ Framework Agreement No. CE i w a.s set up h\ the Procurement 
Department in 2006 for the pro\ ision of cabling and associated works 
sen tees. flflMHHHfc tendered for this contract and were aw arded 
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}(y' u based on i ho prices submitted, which, had a value of 0-kS60. 000 
136%) o\ er a three year period. It emerged after (his agreement was 
set up, [hat flMMMHI did noi nnoicc at the tendered rates hut 
instead were charging rates based on their ow n increased ligures. Due 
breakdown of basic contract management controls between the 
procurement department and the engineers/inspectors involved in the 
receipting of work, this breach was not noticed for approx. 9 months 
after reward of the contact. 

• VHHKmHI have been charging varying rates which have never 
been tendered for, depending on the inspector they were working for. 
We have not been provided with any details as to the reason for the 
varying rates, however an explanation offered was that the supplier 
was unsure as to which framework agreement they were working 
under, which is not considered to be a satisfactory excuse. 

• Once it emerged that there was a variance of rates between (he 
framework agreement and the rates actually charged by JBHtfHHP< 

the procurement department agreed with the supplier to 'harmonise' 
she rates. The harmonised prices agreed are on a\erage 3 ! .29° i, 
higher than framework agreement c T 1793. This is effectively a 
renepoi int ion of rales post tender 

• When challenged on ihe point, the procurcnicni depart meat did noi 
have a satisfactory explanation for the "harmonization' ;;pproaeh as 



[ \ us urn ) f- Hi r \ \ \ ■■ l'[{oc i hi \i i:s i A Is i i:i<\ \t. ("c>s i |{(m Ri \ n;w 
KojioiM in ilu' Srci-r ifiL; (ii'iiiip ( 'nrnmiria' 

i'lit\ \ 11 iW- t DM 101. s 1 1 \| 



\ri'i.soi\ I 



opposed to oiihcr forcing the .supplier to abide by the original lender 
iramework agreement tand seeking a refund for the o\ crchurges) 
and. or re-tendering the framework agreement to allow the 
unsuccessful suppliers the opportunity to re tender. 

• It is not clear why ^iHHHBl should have been allowed the facility 
to 'harmonise' at ail by the company as Mich practices carry high risk 
for the company. 

• There is sample evidence on file to demonstrate that a competitor, 
V|Hi. had no difficulty in complying with tender conditions and 
they have been invoicing inline with the tender as work awarded 
under the same Framework Agreements. 

EFFECT 

• The renegotiated rates have resulted in an increased cost to the 
organisation of circa 31.29% in respect of framework agreement ( T. 
1793 using a simple average calculation. An increase of 31.29'% 
results in a loss of €1 .520,694 (Calculations in Lever Arch file 1 ) 

• The losses will be dependant on the mix of actual hours utilised, 
i "in ; the mix of hours estimated on the initial purchase order results 
in a loss oft- LUxVUOO to the company. 
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• Since the initial purchase order w as m?i up. the mix of estimated hours 
has been adjusted on ihe SAP •••> >:c;n for reasons unknow n. Using ihc 
adjusted mix of hours wail residi m a loss of t'777.600. 



• The level of commuted loss is therefore betw een €7 /7.600 and 
€1,166.000 



• The average marks given in the awarding of the contract were as 
follows: 




If i he increase of 3 1 .29% was applied to the fMMPHMk tendered 
rate. this would increase it to an average rating of 11 .084 and would 
relegate them to third place in the framework agreement. This in turn 
would mean that WHHk would have received a substantially 
reduced proportion of the contract and one of the other vendors 
substantially more. HHHfll would have been awarded onlv 



i v 
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20% rather than 36%. of the contract. This translates inio ;i reduction 
to4HBPMBH| in the value from €4.S6 million to (-2. "milium. 

i \ idem i: 

bh) Copy of Inniai framework agreement CE I 793 

cc) C opy of Initial Framework agreement CE 1586 

eld) Framework CE 1 793 Board Approval dated 07 06 06 

ee) Schedule of tfHBHHHl Rates Agreed Under Framework 

Agreement CE I 793 
If} Schedule of fHHHi Rates Agreed Under Framework 

Agreement CE1 586 
gg) Ei.st of purchase orders processed under CE 1 793 
hh) Schedule of sample Testing of Purchase Order Number 4500333868 

■CE 1793 

ii) Schedule of sample Testing of Purchase Order Number 4500291 7S4 
- CE 1586 

jj) Schedule of HSMHHf Dublin Division Rates (Unknown Source) 

kk) Schedule ofVMMMMfc Agreed Harmonised Rates 

11} Copy of schedule provided by (■HHB| on Rates pre 

1 larmonisation 
mm) I larmonisatioii of Rates Workings 

nn) Sample Testing of transactions Also involved In both 

1 Tamew 'ork Agreements 
o<>) Schedule showing Calculation of Losses Workings 
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K\ KM 3 ( ( ) I I I SION W III i (ON IK AC I OR 

• Wo have been provided with documentation by iho company from 
imonial investigations and evidence rcooi\od from surveillance dial 
one of ihe inspectors was u 1 1 1 i s i n lj, lHHIHHl!>' r work 
thai was false or not required. !t was noted from com audit 
investigations that the work which was being described on die system 
was not actually being carried out. Surveillance showed that the 
contractors were doing little or no work when they should have been 
under the supervision of the inspector in question. 

• The senior engineer in charge interviewed the suspect. We have 
analysed the responses received and note that the explanation given is 
that while the contractors were not doing the work as described on the 
system, they were actually completing other work for the said 
inspector. However a review of the work which the inspector in 
question states was completed does not explain the discrepancies 
raised in internal investigations. In one instance the vendor was seen 
to be carrying out work at the inspector's private address. 

1.111(1 

• It i.s likely dial the eompam. has suffered financial lo->s whether 
dii'oagh '•. . : , 1 ; . ,:• tor monev or actual fraud during the period examined 
for the said inspector. Invoices fir the period examined total f ."0.602. 
!t is also highh iikcK that further lo^cs have been incurred as a result 
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of the situation outlined above, which Inne been noted in our scale ol 
loss osnmnio 

• A serious impediment to all such investigations conducted by the 
company is the tack of supporting documentation and widespread non 
compliance with procedures as documented throughout this report 
which allows staff under scrutiny the opportunity to "blame the 
system' or provide explanations which cannot be disputed due to lack 
of evidence. 
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I. Assessment of Scale of Unidentified Loss Arising from All Vendors 2 

Event SMHHMMI - Other Transactions 

Event 2 - Further Instances of Breach of Procurement Procedures - SET 3 

Event 3 - Further t^^lpBtfl Transaction Testing 4 

Event 4 - Weakness within the E.T. system including Plant Hire Database 6 

Event 5 - Further Internal Investigations carried out by Cost Audit Unit 7 

2. Assessment of Scale of Loss Arising from Stock I 1 

E\ etit ! Mock Discrepancies i 1 

3. Risk Analysis Table 14 
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ASSESSMENT Ol S( VII. OK I. Nil) EN I II ill) I OSS ARISING 
FROM ALL VENDORS 



IM UODl ( I I ON: 

Apart from the findings and events documented elsewhere in [his 
Report, the following are a series of specific events which have come 
to our attention. These events further illustrate the potential risk of 
loss to the company within the Procurement Function however it has 
not been possible to quantify the extent of the actual loss. 



EVENT I 



OTHER TRANSACTIONS 



• Appendix 4 attached has quantified loss to the company from disputed 
W transactions at €257,682. This raises the question as to the 
authenticity of other expenditure incurred with MHMHl 
A review of the oilier transactions shows a further (-327.484 
for soil removal which has heen coded to capital WBS code-, and 
drawn down from blanket purchase orders between 2004 and 200T 

invoked m the disputed soil ivmm a I case. We are advised that 
blanket purchase orders used u ere set up for plant hire use on!\ in the 
in Irasti'ueture maintenance depanmeni and should not have been used 
in Xeu W orks projects. 
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• It should also bo noted there was fun her expenditure with the 

eompany for soil remo\;il m the InlruMructurai Maintenance 
Department between 2(><)4 and .->K)~ which was coded to maintenance 
and renewals codes. 



• Given the extent of transactions currently being disputed by the New 
Works division with this supplier, there is a high likelihood that the 
above expenditure also contains some other components of authorised 
expenditure which give rise to risk of loss, erven the similar 
characteristics of the work. Also if any of this expenditure was 
included in grant aided capital projects, there is an element of risk 
given that the procurement procedures were not adhered to. 

EV1DKNCK - (SI PPLK MENTARY VUM 2) 

a) Summary of Transactions Allocated to Capital Codes 

b) Copy o f purchase order screen shots. 

c) Copy of Invoices coded to Capital WHS codes 
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• During our forensic rex icu we completed dei.iiied 



random transaction 



iestiiie in respect o! so vera 



! mocC of irunsnctionN for different ;\no> 



o[ work .w roe. 




to review 



aditerenee to 



proeiaamvns policies 



procedure^ 



\ 
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transactions withm the SHec T area, were in broach of procurement 
policy. Again work wa> awarded to the contractor which had not been 
correctly tendered or quoted for, ;ind work which should ha\c hoot's 
aggregated was kept below the tender level. 

• We also note from internal audit annual report 2007 which was 
presented to the I am rod I:- ire aim Audit Review Group in March 2008 
that further .significant breaches w ere found in areas which are outside 
the scope of our report including significant non compliance in the 
Chief Mechanical Engineers Department, 

EFFECT 

• There is a high probability that ongoing breaches in procurement 
procedures including incorrect tendering will lead to a loss of value 
added opportunities and economies of scale. There is also a 
substantial risk of claw back of grant aid and potential litigation from 
u n s u c ce s s f u 1 c o n t r a e to r s . 

EVIDENCE 

d) Schedule of Transactions tested for compliance with procurement 
procedures. 

o) Copy of procurement documentation in respect of iransiction 
sei eeted. 

ft Copies of invoices m respect of selected tnmsacnons. 
g) C-maii received from AMH^pNatcd I 2 M.uvh 2nox m respect of 
non compliance unit certain procurement procedure*-. 
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h) L:\u\icts receiv ed in respect of C\\: Group Interna! Audit report dated 
March 2U0S. 

i \ i n i i i i u nil r VHHHHW traynac tion 

!{• S 1 1 \( , 

• As part of our forensic review we selected groups of transactions 
from the portfolio of QHHHBIMP transactions which looked 
unusual, based on the following criteria: 

o Substantial Time delay in receiving invoice 
o Work completed prior to service entry or purchase order being 
set up 

o Transactions with similar descriptions and similar dates 
c Transactions with different work descriptions but identical 
prices. 

We selected a sample of 45 invoices from to 
review, fulfilling the criteria outlined above. On review of the 
invoices it became apparent that there was little, or in the majority of 
cases there was no supporting documentation available to verify 
whether the job had been completed or not. Given the nature uf the 
work (plant hire and labour) it was not possible for us to carry out a 
physical review to confirm receipt of value for money. 

KITKCT 

• Wo were unable to confirm whether or to w \r.\\ extent the u ork had 
been completed. In all cases the goods were receipted in hvhicore hv 
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either in Inchicore or at Imesulc to confirm receipt of the goods or 
serv 'icos. 

i \ idem e 

i) Copy of' schedule outlining transaction* selected. 

j) Cop)' of invoices selected lur re\ icw. 

k) Copy of email correspondence received from inspectors outlining 
reasons for lack of documentation. 

EVEN 1 4 WEAKNESS WITH IN THE II SYSTEMS 
INCLUDING PLANT HIRE DATABASE 

• Appendix 3 attached is a risk assessment of the IT Control 
Environment. The report outlines significant weaknesses in the plant 
hire database and in the SAP system data interrogation capabilities. 

• As an output of this Forensic Report we have attached data reports 
generated through the amalgamation of varying tables extracted from 
the SAP system for each of the vendors featured on the Plant Hire 
Database supported by Ben fords Law analysis' diagrams. These can 
then he reviewed and exception reports generated for further and more 
detailed internal lesiing. In respect of the \endors which are the 
-aihjeci of ihis rev i'cvv , we have further analysed the transactions into 
hiCiUT risk areas lor rex icw h\ Jarnrod Luvann. 
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EFFECT 

♦ The w eaknesses outlined in appendix 3. paniciilam with reference to 

i he plant hire database can result in i ho following: 
c Price Ri ^ZLiiiiLi: 
•.: Bid 1 '.uvipering: 
c- Loss of Value for Money; 

o PO Price changes after vendor awarded contract; 
o Risk of Fraud Exposure: 

o Potential Collusion between Employees and Vendors, 
and 

o Risk that one same vendor will get majority of business. 

EVIDENCE 

1) Appendix 3 of our report derails our review of the internal IT control 
environment. 

EVENT 5 FURTHER IN TERNAL INVESTIGATIONS CARRIED 
OUT BY COST AUDIT & EFFICIENCY DEPARTMENT 

• As outlined in 

een 
i ho Vendor-.. 

• We ha \ e on!\ ijiunnfcd ihc oiemem oi'cik; which was the M»h;eYt oi 
interna) ;n\csn:;ai)on in'khngN. how ever. uMven she result ^ <*f t ho 



Appendix 1 there is a high likelihood of collusion 

.tsui one of 
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internal invalidation and thai of the other monitoring 



carried out to dale by the C'ompain . u would indieaie thai '.here i> 
potent ia J lor lo.ss in a suhstaniiullx- greater percentage of line side 
inspector transactions. 

• Figures received from the Cost Audit & Efficiency department show 



* We also note from internal investigations and surveillance reports 
other company employees are suspected of involvement in fraud or 
other offences. 



• Given the weak interna! controls and the evidence uncovered by 
internal investigations, it is likely that there is a further element of loss 
from the above transactions. While we have not included this in our 
actual loss calculation, it is further evidence supporting °;ir measure 
of the .scale of hisioric loss. 



with 



that 




had created sen ice entries to the value of (.-'403.368 



in 2006 and 2007. 



EFFECT 



EVIDENCE 



m) ^ttannlieation of'^en ice enirv ereaiton h\ 
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SCALE OF { MDKM II I) 1) LOSS: 

• As no led in our report the value of purchase orders raised between 
2005 and 2007 for Infrasiruetural Mainienanee and SFesf alone iotal 
041 ! million. The goods receipted value for suppliers in die plan i 
hire and labour area totals I i 23.672.4S2 between 2004 and present 
date. 

• We prepared a Ben ford's Analysis of each of the vendors on the plant 
hire database (Appendix 4 & 5) which shows the variances of the 
invoices versus the statistically expected normal level. 

• An estimation of the scale of loss in an organisation such as 1 am rod 
Hi return is by definition an estimate. It is noted in a UK. Government 
Fraud Survey (1999-2000) that 70% of fraud occurs due to an absence 
of controls or failure to observe existing control procedures. The 2006 
AC. FT Report to the Nation on Occupational Fraud and .Abuse 
estimates that organisations lose 5°o of their annual revenue to fraud, 
There is other evidence to support the industry benchmark that in an 
average organisation the amount of illegitimate expenditure could be 
in the order of 5% of total expenditure. 

• t.0\cn ihe .systematic non compliance with procedures and policies 
and the lack of interna! controls., and current suspicions in re! at ion to 
scleral \ coders emplo\ ees and our Imdms-is in our -a -.;..•::>.. and 
forensic review, it is likeK that the companv has experienced a 
si en it lean t loss in the abo\ e areas. 
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fa idi \< i : 

n) Fotal Purchase Dnlci' (mods Receipt Value per Vendor between 2004 
to present dale. 

o) iota! Purchase Order. Goods Receipt Value per Flam Hire & Labour 

Vendors be; ween 2004 and present date, 
p) UK Government Fraud Survey ( ! 990-2000] 

q) 2006 ACFF Report to the Nation on Occupational Fraud and Abuse 
SUMMARY" 

We have not quantified the scale of unidentified loss, this estimate as we are 
informed it is beyond our forms of Reference, however below is a Risk 
Template for all vendors. 

AI.I \ KNPORS | (" ' ~] 



Financial Risk: 



Actual Cost of Known or Suspected Fraud 



Hi ah Risk 



of Value 



\dded Opportunities or 



Fconomies of Scale 



Risk of Potential Claw Back of Gram Aid 



Ri>k of Potential I. nidation from F'nsucco^ful 



Medium Ri>k 



.supplier.** 



Reputation Risk: 



\leo,.:;-i Risk 



Regulatory Risk: 



Medium Rs>k 



Intimation of Scale of I iiidenfified I .oss 



I nquan! iilccl 
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STOCK 
Kinandaf Risk: 

.Acuta! Cost of Known or Suspected Fraud 
Loss of \ alue Added Opportunities or 
; Economies of Scale 

\ Loss of Grant Aid or Risk of Potential Claw Bad 
[Risk of Potential Litigation from Third j 
I Parties/General Public I 



High Risk 
Applicable 



Known 
Not Known 



I Reputation Risk; 



Medium Risk 



Regulatory Risk: 



Medium Risk 



KVK YT 1 -STOCK DrSCRKRA.NCII S: 



• Following the review of the Stock Management System in our System 
Review, a number of breaches and non- compliances were identified 
in the area of stock management. In light of this, detailed sample 
transactions testing was undertaken in the area of' stock in respeet of 
^^■■■BHHHH^ located in the Dublin area between April ..006 
to November 2007. 



• She reconciliations identified a substantial number of discrepancies 
between amounts submitted hy MHMPHM as Cosing >ioek 
compared T o documentation submitted to the Di\ i\u\i-s durtivj the 
period. I )•...• io hie Mibsianii.il xariances arising on the .Cm-.e and due 
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\o the incompleteness of documentation, reconciliation w as 
impossible and therefore other methods were used to re si ihe si nek 
a re a. 

A review was (ben undertaken of the SAP reconciliations mkioc available 
by fHHHHHHHHHHHHBHHH^pV. These reconciliations are based 
on the Stock figure reported by SAP and compared with stock counts 
submitted by VHMPMMBt or counted by the Materials Management 
Department. Should a variance arise between these figures than the 
amount of stock counted is posted to the SAP as the new closing stock 
figure. A reconciliation was also carried out on flMHHJIBQ| using 
this method and substantial variances were found. 

The amount of the known variance between the stock value on the SAP 
.system for the most recent 3 stock counts is (:130.01b. This excludes 
stock loss for stock which is removed from line side, but not captured on 
the SAP system. This figure is unknown and. can only be reconciled when 
proper procedures for controlling line side stock are fully implemented. 

KM 1(1 

• Si:bs:;;nfia! \ • : ; :; : n . • w ere between the larm'od Hreaim SAP 

s\Vtem :.. ■. and ihe nhvsica! stock on site quant] fed at el 30.0)0 
since the second stock count i We ha\e excluded :hc first --took count 
completed. :is 'his was a correction of ike figures u-. form an avian 
basis i. Due to the kick of eonirol w iihm the Slock Management 



1 \ HM«>I> KlUI. \ SN I'liMi I HI \ir.S i A I M I UN \f ( DMIiiil K I \ 1 1 w 

)ti-[ii>n Id Uiv Mi r i nil; i i imiji ( i : m niii k>(' 

I'|<1\ \ I I! X ( ()N[ ||)| MHI 



///.// \/ :nii.S 
\iti Ni'i\ 2 



Sysiem and iho incomplete documentation ii is J i Hi cult vo determine 
if'ihis is actual loss, however, it is reasonable to >is>unio based on the 
lack of controls wuhin (he Company and our knowledge of actual 
theft of .stock in the North Wall division that an element of the above 
differences is due to theft of stock and as such has resulted in a loss to 
the organisation. The figure of ( ; IjO.()I6 is the know n discrepancy 
\vi thing the system however the stock system breaches, particularly at 
line side create significant scale for further risk of loss. 



EVIDENCE 

r) Baker Tilly Ryan Glennon summary of reconciliations provided by 
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RISK ANALYSIS I Alii I 



See o\ erlenf. 



Procurement Process 
Cycle 

Management & 
Maintenance of Plant Hire 
Database 

Request Sos Services by 
Inspector 



Breaches Identified 



Divisional Offices used information & 

pricii>} outside fhe plant-hue 



Source From 



Requested were not foimally documented j 
Instanoiii were noted where extensions to | 
I ho ofiflinnl periods of hire were arranged j 
(iiii'K-.iiy by PWt/otlior witliout reference to i 

!be oioeuremenl procedures or advice to 
tlio Divisional oftioe 
Requirement for goods/services & 
oppiovol of some was discussed in an 
inlormul oasis & was not documented 



.iiinon!;-3iii>ii 



forms weie no; adequately completed 

forms were completed during oi after 

■.•jork li.'id completed 

Ki..qu.:'.is wore not sent to the divisional 

!ii!i..;i: o:t .i timely bosis 

OiilK.ult to tJiileiiTiine who had completed 

1 p. :s! form 
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IA07/06 & 
lA 07/12 



BTRG 
08/01 



IA07/06 S 
lA 07/12 



Control Measure in place 
Yes/No 



Risk Assessment Rating 
H/M/L 



BTRG 
08/01 
BTRG 
08/01 
I AO 7/06 
BTRG 
08/01 
BTRG 
06/01 



Database/lend*,;; 
doc.iment/RPQ 



No 



No 



No 

Request 1 otm 

No 

No 

No 



! iiqh 



tlKili 

Hiqti 
Hwjlt 
Hiqh 
lii'ili 



SouicinQ/Selecuon of 
suitable vendors & 
calculation of estimated 
value of woi K 



onoois sourced from outside pmiened 

vendor !>;:is<: 

Sctt-clicm ol ,'t voneioi by senior staff who 
is ojiotisi to vendor, vendor was not on 
tht; piinii hire dfitfibfiso ai the lurte 

..mi' • i i •• ) number of quoles or 
Vdiin: ior Money Exercise not carried out 
ujnu <taot whs nte-setecled by Inspector 
did no! ijo through selection & approval 



I A 07/06 



I A 07/06 



ots in i., t i!cu!.iiii !Oj the value of work was 



An. iiy'<;is ijl estimated price was no( 
;t!vv;iys provniud 



f-mai Selection and 
Approval ot Contractor by 

aoi: 



AOE not approving request as contractor 

pre-ssieeter.1 by PWi 

Basis ;.)t selecting contractor was no! 

pi!>\fis.iei.i 



\ Completion ot Request for 
Plant arsd Machinery' Hire 
forn) 



Details entered onto SAP 



" IA 07/06 & 
BTRG 
08/01 



i 

i 



' I A 07/06 & 
BTRG 
08/01 



> IA 07/06 & 
IA 07/1 2 & 
BTRG 
08/01 



BTRG 
08/01 



' SA 07/06 & 
BTRG 
08/01 



^ IA 07/12 & 
BTRG 
08/01 



., i 

i A 07 /12 _j 



Medium 

High 
High 



performed or the woik had commenced 
Service tntry was created based on pro- 
forma invoices seceived after the work had 

r. f :i:n complied j 

i 



Generation of a Service 
rlnlry ^orm from SAP by CO 

Sei'vt^e Entry i orrn issue to 
inspector and Contractor by 
CO 



Completion of Work by 
Contractor Ji Goods,' 
Services Supplied receipted 



timesheots had not always, been signed 

b, .in il~ representative 

Quality of iniormatton provided on 

inneshecfs was poor & cftd not facilitate 
'.in.; reconciliation to invoice 



Invoice received by Oi vision 
Office/Inspector with 
supporting 

timesl-ieot/rleli vcr y docket. 
Invoice cross-checked to 
timeslieets/deiivery 
dockets, service entry form, 
request iomi 



iiv-.oi;.!': submitted to the Divisions without ( 
hiiioshocls/dolivery dockets j 
Invoices diifeted to estimated price, actual | 
work, dates & location did not correspond j 
ic dales, work & location per service entry i 
invoices raised prior to completion of work 
tnvoh.iijj apoiovod lor payment once i 
styrn.-d by Insneotor/ADE without cross 
rp, :-,'?!■. lo supporting documentation 
t /plana! sons lor the differences between 
estimated costs & actual costs are not 
documented 

Kt:qi.>ir«i«enl for one invoice per Sctviee 
Louy f'onn <'■:• not being adhered lo by the 

Dublin Division 

U> ■quircment for one invoice per Service 
t.iitiy Form it. not being adheied to by the 

Uuoin; Division 
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J3JRG 
' BTRG 
08/01 



CAR 05/06 
& BTRG 
08/01 



!-i;i;h 



CAR05/06 



I AO 7/06 



Approval/Acceptance of 
Service Lntry on SAP by 
Divisional Accountant and 
GKN inserted on invoice by ; 

CO ; 

invoice sent to Accounts i r DtiptoHb* payment Ot invoices 
Payabie io; payment 

oti-.ci , n vvvij> iiOiKil that in certain instances there 

.-. :-\ tack of ;;oqf<"-<;ation of duties 



IA 07/12 & 

BTRG 

08/01 



IA 07/06 



"iA0'//06 I" 



BTRG 
0&'07 



l 

i 

i. 



BTRG ! ; - I.';-. 

08/01 [ ; 



Procurement Process 
Cycle 



Management & 
Maintenance of Plant Hire 
Database 



Potential Breaches 



Source From 



S>;cii;i!y ot Database Pricing 

information j 

oi'iiclimaiK.iHtj of Database Pricing [ 

Control mrd Management of Sensitive j 

Data ijjncmg/intorniation) within the I 

< latabaSC r 

'Vi.'Jii t;aii of changes lo prices and I 

machinery descriptions I 

Policy & procedure document | 

re;5»niHii) database in place & up to j 

dale " J 

Chantjes io database not in agreement j 

with lender agreement i 

Access to database by unauthorised | 

personal i 

Chancjes lo database by unauthorised | 

I'CJSOna! i 

i 

Ccntro! oi & access lo database back- 
ups -. copies oi database 
i ' nvironiTtent that database is 
.-.pef.usiuj m organisation, skills set. 
ownership A. policy . 
.Systems SAP in lei rotation - sourcing 
approval, receipting X payment 



Request for Plant by 
inspector 



Sous cmy/Selection ot 
suitable vendors X. 
c.ijicni jiion of estimated 
value oi work 



Reiiiiiiornonts request not necessary j 

inspeclors knowledge ol Pricing & j 

inionnalicn contained on database 1 

may lead So oonlraetof tailoring request j 

Hi order iha; a particular vendor is ! 
seeded _ ! 

Pficc Cixhk; [ 

Voii'.ioi Softjclion f-'ixmy j 

i-'iam Hue Documentation Ry.tru.) i 



Approval of request & 
Pinal Selection of 



ADC net reviewing prices of 3 
•. • :. value for money 





Control 


Risk Assessment Rating 




Measure 


H/M/L 




in place 






YesfNo 








r High 



r High 

> High 

r High 

>~ High 

a- High 

^ High 

> High 

High 



Hir;h 



^ High 



Contractor 



Completion of "Request 
for Plant rmd Machinery' 
Hire form 

OeUsils entered onto SAP 



Generation of a Service 
Entry f orm from SAP by 
CO 



Service Entry f orm issue 
to Inspector <ind 
Contractor by CO 

Completion of Work by 
Contractor & Goorfn; 
Services Supplied 
receipted 

invoice feceiveti by 
Division Ofiice/lr.speclor 
with supporting 
time sheet/delivery 
docket. Invoice cross- 
checked to 
timesheets,dclivery 
dockets, set vice entry 
[orm, request form 

Appi ov ai/ Ac. c. e pt ; i n c o o t 
Service bnfiy on SAP by 
Divisional Accountant 
and bKN inserted on 
invoice by CO 



Keenest forms bom;] authorised by j 
i.-:diviij'.iaisi .vtui do no! have authority j 
loi a priHiaiirif VVRS code/cust j 

| 

i 



! 

«>••'. L'niry rorms being printed "1 
pni.i In A1 released [prior to Sept 07 J 
no A1 rele.rsel 

;><;ivr..v: H nlry form being created after 
the work has been completed/after the 

invoice bad been raised 



, : i luiiosbef.'i not pro'/ided/signed no 
t'..i(ia.U i);tck-up documentation of work 

' ■ ■;■■<. eoiitplt-HftdrpfOvidcd 



Ovr;r|xi-,t;ietit (if goods/services 

n.;!'.v;ived 



i>i •>•.>» tu»t c-u-proved by appropriate 
iii'iiVidiiai 



high 
High 



li(;h 



Htf)h 



Invoice sent to Accounts" 
Payable for payment 



Procurement Systems 
SAP & Other 



Management <4 
Maintenance ol Plant Hire 
Database 



Breaches Identified 



Problems with the accuracy & 
completeness of the pricing & plant 
data on the plant hire database were 



Request lor Plant by 
inspector 



Sour csntj/Selcctian of 
suitable vendors & 
calculation of estimated 
value oi work 



Divisions used information & pricing 

from outside the plant-hire database 
duo to delays in updating dat abase 
Instances were noted where request 
tonus. !or emergency work was 

stibmilieri to the Div Office a long time 
after the work had been requested & 
peilomied _ 
Vendors sourced from outside 
preleired vendor base 
Recommended number of quotes or 
Value lor Money Exercise not carried 
out 



Final Selection and 
Approval ot Contractor 
by AD!'.' 



Coittcicttw was pre -selected by 
titr.pectoi & did not go through 
selection & approval process^ 
AOF not approviny request form as 

coni; actor pie-selected by PWI/olher 



Completion of 'Request 
lor Plant and Machinery' 
Hire iorm 



Details entered onto SAP 



Instances were noted where non- 
piani transactions were being 
;<iccee;!c;i through pre-approved 



CfMic r,it ion of j Si;ivice 

Entry f orm horn SAP by 
CO 



i:;bmcus were noted where Service 
ni-'y t-orm was completed alter the 

-oik was ;verlormt.jd 

■.:rv;ce t'nlry ■ elected based Oil 

io-tonna invoices received alter the 





Control 


T Risk Assessment 




Measure in 


Rating H/M/L 




place 






Yes/No 
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BTRG 






08/01 






IA 07/12 & 






BTRG 




i - High 


08/01 






iA (J/706 




i _ 

j *■ Mi:(.1ii)in 
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j : H,yh 


BTRG 






08/01 






IA07/06 




! 

\ r h-,.;!- 


"lA 07/06 &" 




t 


BTRG 




1 


08/01 




1 
j 


"lA 07/06 "~ 


i 
i 

J "" Yes' 

i 
l 


1 r Medium 

j 




| 

i 





Service Entry form issue 
to inspector and 
Contractor by CO 



Completion of Work by 
Contractor & Goods/ 
Services Supplied 
receipted 



invoice received by 
Division Offico/ltispector 
with supporting 
timesheetf delivery 
ducket. Invoice- cross- 
checked to 
hmcsheels/dchve? y 
dockets, service entry 
form, request form 



Approvai/Acceptanc.e of 
Service Entry on SAP by 
Divisional Accountant 
;snd GRN inserted on 
invoice by CO 

invoice soot to Accounts 
Payable for payment 



itwenct} submitted to She Divisions 
vvitiioul timc-sheets/delivery dockets 
invoices ; . r.- . prior to completion of 

Invoices approved for payment once 
signed by inspeclor/ADE without 
cross check to supporting 
;ioCii!nc;ii!;>tif>n 

Kix;uiremant lor one invoice per 
Service Eiiiry Form is not being 

adbwid io by the Di.it/iii> Division 

11 .'.vis noted that a significant number 
o! service- entries which relate to plant 
;i-!o oidem have yet to be receipted & 
o.T.d 
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08/01 

CAR05/06 
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Assessing the Control Knvinmmcnt - Plant Hire Database 



1 he system was developed by a uses ( 




>) 10 help the process ol 



vendor selection lor short term plant hire activities. While developing this 
application helped address a business requirement, it w as carried out through 
'"bind- user-computing". 

Knd-user computing is an inherently risky process for developing key 
business applications. A user who is not skilled in development will take a 
considerably more time to develop the application than a professional 
developer. He may also not fully scope the requirements and consequently 
produce something that only satisfies limited requirements. Therefore the 
process can be costly, inefficient and often incomplete. 

The obvious weaknesses in the system arc as follows: 

l Security 

• Database is not password protected or encrypted 

• There are no login based controls on the data 

• .Access format is extremely portable can be emailed, placed on 
memory keys etc. As a revdf the information on this system could 
easily be distributed to interested parties. 

• All master hie elements arc available for dKpiav or edit bv the user. 
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• There r> no auditing on anv changes to master file data (pricing) 
: L'subiJity 

• The application Joes not have a coherent menu form.-. • i v.- : : 1 . it 
relies on help documentation to guide users to genomic their own 
queries through a QBE grid (Query by Example). 

• There are no validation elements processes to help prevent errors in 
master file data or query generation. 

3 Integrity 

• The database file is distributed to regional locations. Local users 
access their own copy of the system. There is no formal cont rol (other 
than the file name) to ensure everyone is using the same version with 
the same pricing information. 

• Local users can change pricing information without restriction 

• Users extract information from a fully configurable QUE grid rather 
than a controlled form. Output can therefore be corrupted through user 
ignorance or user deception. 

• Query output is not printed fo a. traceable log sheet that cleariv shows 
result* and the querv parameters. 

• Tiie organisation of the data m tables is of questionable design. Data 
come ha\ e been normalised more efheienUv 
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4 Sensitive Data 

I ho Plant Hire database represents a tendering process lor 5!] Plant I -lire 
\ endorse Pach have an inierest to work with hash Rail and have supplied a 
listing of their plant hire machinery description with related hire rates., 
transport costs and other as requested by Irish Rail. 

We were unable to identify any controls in place which restricted ■ limited 
the visibility of this key pricing and plant sensitive data within the 
procurement cycle. Our understanding is that the Clerical Officer and other 
individuals involved in requesting plant hire services within the business 
unit has access to this information. Our concern is that the pricing 
information of one or many competitive plant hire vendors may become 
known to a competitor and this would give possible rise to the competitor 
vendor adjusting their price in order to obtain the contract and later once 
obtaining the contract they would adjust their prices. 

Control over changes to sensitive data within the plant hire database again 
should be brought into question as some business units had used alternative 
prices to tho.se published in the plant hire database. 

Consequences 

The Plant Hire database \\nh its current setup represents a high risk area 
to ihe eompmn of: 
Price rigging 
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Bid tampering 
^ Loss of value for mone> 
r I'O Price changes all or vendor aw aided lender 
r Risk to !raud exposure 

^ Potential Collusion between employees and vendors 

*- Risk that the same vendors continue to get the majority uf business, 

Keconimentlafions Plant Mire Database 

> Create a user friendly company web front-end procurement for 
vendors to complete electronic tender documentation and have this 
interface with both commodity tables and pricing catalogues into SAP 
finaneials and procurement. 

> SAP MM Contracts - More use should be made to set up long term 
agreements in SAP as contracts rather than ordinary PO's, The use of 
an ordinary PO's will typically have many partial goods receipts. This 
is especially noticeable with services (service entries) for plant hire. 

Current SAP process for Plant Hire / Labour 

>- PR purchase requisition is created lor plant hire >er\ ices, for long 

period of ume and a large sum of money e.g. O>0.u '0 or nuire. 
>- PR ;s required to be released ai various je\ els 1 4 due to hrec value I 
' PO Pureha.se Order is created with link to the PR purchase requisition 
- P( ) is released 
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- Ser\ ice I'-.mrie.-. are created 

' Service entries are released i2ie\els of release introduced recent i> ) 

- Goods receipt automaiieallv generated upon final ser\ ice cntr. release 

* Invoice posted 

Proposal SAP process for Plant Hire / Labour 

»- PR purchase requisition is created for plant hire services lor long 

period of lime and a large sum of money e.g. (200.000 or more. 
r- PR is required to be released at various levels (4 due to large value) 
^ SAP Contract is created with link to PR purchase requisition 
'r SAP Contract is released 

> Purchase requisition is created for ad-hoc requirement. Lank with 
service entered (determines G/L code). Cost object is required 

> Purchase Requisition is released (levels determined by value) 
"r Purchase order created automatically by SAP 

> Service entries are created 

> Service entries are released (levels required) 

r Goods* receipt automatically gen era fed upon final service entry release 
>- invoice posted 

Big advantage in the use of conincis is the ease of im oice processing for 
the accounts pa\ able > iep.irm^cn : . { his is because there will iyp;c.iiiy be 
one invoice maichmg to one GR. to one "cail-oiV Pt ) 
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Another advantage of contracts is that validity dates are specified lor the 
period of the contract and this will control spend in relation u> the 
com fact. Currently die PO can and i.s amended to increase dates, quantity 
and values. Also contracts can ha\ e \ allies beyond which, you cannot 

draw down. 

Assessing the Control Fjivironmenf - Tendering 

From the first interim rcporl" from Baker Tilly Ryan Glennon in which die 
purchasing department was reviewed it had highlighted two key items that 
impact the control environment around tendering. 

> Underutilization of Sap and current SAP skill set within procurement 

> Where procurement is more involved in the administration function of 
tendering documentation with the possibility of other key areas within 
procurement not being addressed. 

We were unable to determine if any control process ■ document existed 
between the tender documentation and the purchase order. The control 
which we are referring to here is if a tender purciiase order is changed or 
adjusted lor any reason is their a control s\ stem to track changes from (lie 
original tender pnee. description ofdoliverv. ;erms. quahtx conditions and 
report on same. !s this control s\ stem managed u uhin SAP or through 
another manual or other device? 
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Recommendations Vendor Tendering 

' Vender TeruJori n« create a centra! location lor the manage mem of 
all tendering documentation u ith specific controls on changes to 
prices and plant hire items. Maintain a simple report on all loaders by 
commodity type, vendor name, start and finish dates of tender, prices 
per commodity service supplied, reference PC.) number, PO details and 
pricing reflecting the tender agreement. 

> Use SAP Contract for all rendering Use SAP Contract 
functionality for contracts initiation and control. 

> Consider using E Tendering with a web based supported 
tendering application for all Tendering 

Consequences 

r- Control over Price changes 

r- Lack of report i ng on breach of tolerances m price, quantity and 
qtial ity from tender 
Disengaged procurement department 
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Assessing (he Control Kiivironment Purchase to Pay 

Wo have conducted a number of walkthrough's wuhin the pnreha.se to pay 
process and result of which has highlighted areas of non compliance which 
Jiavc been identified in detail within the first leaker Tilly Ryan Glennon 
Interim Report presented in January 200S. 

Wo have noted that non-compliances noted prior with the internal Auditors 
Reports and the Cost and ffficieney Audit Reports. What concerns us is the 
number of repetition of non-compliances and in some cases fraudulent 
activities have been proven to have taken place. 

According to our analysis non-compliances or breaches had occurred all 
along the purchase to pay process / cycle indicating lax internal controls and 
providing the opportunity for a fraudulent environment to develop. 
These lax internal procurement operational controls together with those 
findings from the first Baker Tilly Ryan Glennon Interim Report would 
suggest that the company take immediate corrective actions to address the 
areas of risk identified. 

Recommendations- Purchase to Pay 

l.-.stabhsh a team of cross functional members wish me relevant 
expertise and support to tmpiemen; changes in accordance to best 
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Consequences 

~r f'V;iliCl 

f Loss of Value for Money 

r- Itusi radon among procurement 

Business continuously being expose to risk 
r inefficiencies 

SAP System Data Interrogation 

Conduct a review of SAP current reporting capabilities in order to determine 
whether reports exist which would allow for data interrogation of the 
Purchase to Pay Process. 

Areas reviewed were: 

> Materials Management Module (MM) 

> Accounts Payable (AP) 
Other Reports (Exec!) 

FINDINGS: 

Materials Management Module (M.M> 

No standard S \P repon ev, which allium die i.-.,-: :o naerroeaiLC daia 
across the full cycle of purchase to pa\ . Some reports have been de\eioped 
I rum recommendations made by Bakes' I'iiiy Ryan tilennon some five years 
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ago. Standard SAP report do exist for operational data analysis by 
functional SAP modulo but no SAP standard reports c.\ i >t tor across SAP 
modules and SAP Data Tables. 

No coordinated program exists between Group IT. Procurement, Finance 

1 Business Unit Accountants, .Accounts Payable', Budget Holders 
J Departmental Management j and Requisition Administrators to develop 
reports which allows for data interrogation / analysis of the purchase to pay 
process {PTP[-. 

In order for us to review transactional data with X vendors and employees 
we had to go to the SE16 table analysis screen and run various table reports 
on a!! fields within those tables in order to view all data captured in SAP 
relating to those Vendors, Employees, Locations and Projects. We then tried 
to establish links between the SAP tables in order for us to run queries 
across different SAP tables and modules. 

This exercise consumed a number of individuals rime trying to establish 
links and reports and resulted in our team just being able to produce 
restricted reports based on individual tables rather than reports which had the 
capability to extract key data across a multiple of SAP tables covering the 
entire purchase to pay cycle. This limitation has impacted our oivlitv to 
conduct a /ugh level report u Inch would assist in the data interrogation of 
SAP. Ibis ro tdbioek subsequent !v means that more manual work and time is 
required to obtain of her key blocks of information in the purchase to pav 
process P i p process. 
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Recommendations 

Set up a team of experts both iniemally and exiernally io address iho 

business requirements to capture key data in the purchase to pay process 
while insuring data accuracy al source. 

Various stakeholders within the purchase to pay process will have dillerent 
requirements and it's important to establish what these requirements are at 
the start of this engagement. 

Key Stakeholders 

• Group IT 

• Procurement 

• Project Managers 

• Finance J Business Unit Accountants, Accounts Payable \ , 

• Budget Holders ' Departmental Management!' 

• Requisition Administrators 

• Interna i Audit 

• ( " o s t ; »i d F 1 Ti c i e n c \ ■ T earn 

• i.eyal 

• Other externa) bodies whose regulation* need 10 be complied with e.g. 
FF'. I. oca! ( iovcrnmcm and other. 

• Vendor> 
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Prepare a dan flow diagram on how current kev data ilo\v> throughout the 
organisation w i thin the PTP process. With (he abo\ e >t<ikoh< >klcrs establish 
what the key data is what's there or not add tr\ to install a process which 
insures that data is inputted correctly in a timely manner into SAP. 

Typically there are two approaches in accomplishing this 

( ! ) Go to the source of the transaction "reqttisitioner" or who requires 
the goods or service and put in place a controlled SAP environment or other 
"paper, other technology". 

(2) With improved Vendor integration you can establish as part of the 
vendor engagement certain criteria with regard the submission of key source 
data example PO-. Date Start/Finish, Plant Hire used. Pricing details and 
quantity. Location of work completed, type of work completed, supervised 
by. delivery documents, invoices etc as proof of work, completed. 

All this information should be in electronic version in a format which 
can interface with SAP MM . FPCO and PS module allowing for immediate 
population of key data fields. Benefits from this are in the area of less 
manual data input, quicker visibility on activity, ability to generate reports 
quicker. 



